
AD-AI74 637 COMPARATIVE EVALUATION OF THE IMPLEMENTATION OF THE - 1/2
DEFICIT REDUCTION ACT WITHIN THE DEPARTMENT OF DEFENSE
U) NAVAL POSTGRADUATE SCHOOL MONTEREY CA W D TANKSUNCLASSIFIED JUN 86 F/G 5/3 U

II EIIEEEEIIIIE
*l l..flflflllflll
ill/EEEEEl/EEE

IIIIIIIIIIIIIIfllfllf
EllllhEEEEllEE
EIEIIEEIIEIIEE



1.2 1111.

MICROCOPY RESOLUTION TEST CHART

NATIONAL BUREAU OF STANDARDS4i963-A



'• T

NAVAL POSTGRADUATE SCHOOL
Monterey, California

. T I

DEC 4 1986

THESIS ,

COMPARATIVE EVALUATION OF THE IMPLEMENTATION OF
OF THE DEFICIT REDUCTION ACT WITHIN THE

DEPARTMENT OF DEFENSE

by

Wendell D. Tanks

June 1986

Thesis advisor: Joseph G. San Miguel
Approved for public release; distribution is unlimited

86 12 02 137



UNCLASSIFIED

SECURIrY CLASSIFICATION OF TWIS PAGE

REPOR' DOCUMENTATION PAGE
la REPORT SECURITY CLASSIFICATION lb. RESTRICTIVE MARKINGS

UNCLASSIFIED
2a. SECURITY CLASSIFICATION AUTHORITY I DISTRIBUTION IAVAILABILITY OF REPORT

2b. DECLASSIFICATION/DOWNGRADING SCHEDULE Approved for public release; distribution
unlimited

4 PERFORMING ORGANIZATION REPORT NUMBER(S) S MONITORING ORGANIZATION REPORT NUMBER(S)

6a. NAME OF PERFORMING ORGANIZATION 6b OFFICE SYMBOL 7a. NAME OF MONITORING ORGANIZATION
(if appilcable)

Naval Postgraduate School Code 54 Naval Postgraduate School

6c. ADDRESS (City, State, and ZIPCOde) 7b. ADDRESS(City, State, and ZIP Code)

Monterey, California 94934-5000 Monterey, California 93943-5000

Ba NAME OF FUNDING/SPONSORING 8b. OFFICE SYMBOL 9, PROCUREMENT INSTRUMENT IDENTIFICATION NUMBER
ORGANIZATION (If applicable)

8c ADDRESS (City, State, and ZIPCode) 10 SOURCE OF FUNDING NUMBERS

PROGRAM PROJECT TASK WORK UNIT
ELEMENT NO NO NO ACCESSION NO

I TITLE (Include Security Classification)

COMPARATIVE EVALUATION OF THE IMPLEMENTATION OF THE DEFICIT REDUCTION ACT WITHIN
THE DEPARTMENT OF DEFENSE

61.2 PERSONAL AUTHOR(S)
Tanks, Wendell D.

3a TYPE OF REPORT 13b TIME COVERED 14 DATE OF REPORT (Year, Month, Oay) IS PAGE COUNT

%Master's Thesis FROM TOJune 1986 126
'6 SUPPLEMENTARY NOTATION

COSATI CODES 18. SUBJECT TERMS (Continue on reverse if necessary and identify by block number)
FELD GROUP SUB-GROUP Deficit Reduction Act, cash management, cash collection,

cash deposits, cash collection mechanisms, lock box
system, prompt payment, debt management

'9 ABSTRACT (Continue on reverse if necessary and identify by block number)

This thesis presents an evaluation of the armed services' plan to implement the cash
management phase of the Deficit Reduction Act of 1984. This act follows the Debt
Collection Act, Prompt Payment Act, Reform 88, and similar legislation designed to
strengthen the control of federal funds, motivate government managers to handle cash
more efficiently, and reduce the national deficit. The Deficit Reduction Act is an out-
growth of the President's Private Sector Survey on Cost Control (PPSSCC). This act
authorizes the Department of the Treasury to prescribe regulations requiring agencies to
implement the PPSSCC's recommendations for accelerating the billing, collection, and de-
posits of nontax federal receipts. Special attention is given to the higher echelon
(Finance Centers) of the armed services who set policies and provide guidance to sub-
ordinate activities. The result indicate that the armed services are improving, but
problems remain with implementing legislation and regulations.

D0 DSPO'uTION /AVAILABILITY OF ABSTRACT 21 ABSTRACT SECURITY CLASSIFICATION
W NCLASSIFIED/tJNLMITED 0] SAME AS RPT 0'- DTIC USERS UNCLASSIFIED

22a %.AIAE OF RESPONSIBLE INDIVIDUAL 122b TELEPHONE (include Area Code) 22c OFFICE SYM80L

Joseph G. San Miguel i't408) 646-2187 5S
DO FORM 1473.84 MAR 83 APR edition may be used unt. eyhausted SECURITY CLASSIFICAThON OF: .'4,S PACE

All other editions are obsolete

L D OM17,4MR8 

P dto 
a eue 

ni xase 

EUIYCASFCTO 

F74SPG



Aworovei' :or -;u~jlic rel aase; d' stri )ution unlii-iite-j

Cor.arative Evaluation of the tImple.nentation of
The Deficit Reduction Act 'Jithin The

Department of Defense

by

!!endell D.Tanks
Lieutegnant, United States N~avy

5.3.A., 'Jest Geor~ia College, Carrollton, GA, 197~4

Submitted in partial fulfillment of t'ue
requiremnents for the de,-ree of

:IASTEZl- OF SCIENCE I ':IAIAGL:iEPT

from the

NAVAL POSTGR~ADUATE SCHIOOL
June 1986

.. uthor:
.'endel D. Tanks

GS \, i P1.)hz- Advisor

J am s .uk, Second Reader

,),::rt,:ent ofl A !2:inistrative Sciences

~n~eT. ';arshal4IM1-.
of Thfor:,aat.ion 3,1'i Policy f -

2U



This thesis presents an evaluation of the r

services' plans to i.aple-ent the cash 2,ana;e.ient phase of
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T±-..rove.~ent in the 77ederal 5overn:.,ent's an~~lin-: -,i

COntrcl of -u'Dl-c funds hias been a :)ersistent. ,oal durn,

the Ford, Car-ter, and 'ea,an ad..iinistrations. Dunilv- t'.)

rJii-19701s the initial p)hilosophiy for i:-Jprovin- -cvern.. ntc-a]

.iicney -,ianagerlent was to il-.:rove controls, b~ut t o *ay t 1 .

er-.p ia s Js h-1as sh if t ed t o usin-; cash .-.ana, erlent as a

of reducir.- the Federal Govermn.,ent's Jebt a=nd thie co--t c-:

thlat debt. ["ef. 1].

A barra~le of cor.-ressional Actions has occurred' in

recent years (The Pro!-.pt Paym,,ent Act, The Debt CoJllectio:-

Act, and Federal :Iana-,ers Financial inte'-rity Act) .~lz

demonstrate thiat lawm-.akers and the A'merican voters *.ant

;overn:.;;enz .manafers to handle cash :.ore efficiently. i

addition, the cur-rent adiinistration hias sl~own 3 uniiJue

interest as underline-d by thie creation ofc th',e Irace

Co.,:: ission, the President's. Council on intL-e-,r iIty ZI_:

-ficency, tlie 7 efor..i ' i Project, T.1- Circular_-: .,-

(Internal Control Systec:s) , ;1-12-- (Pro.ipt ?ay.-..,n.),

a nd .71 -(an-n;?Jceral Crr:d'it r' rm) ici:

~e o rzi t ) . s. e i n i tJ a t iv J.. cl 2 a r-y ic.t w c.

e ff oc tive a na ~e ie n t of c a sn is3e n, ±v t



-- +,. - :". 3:. ..C UJ:

In 19 3, usin., hif e-perience as ovorInor of Califc os,

President ea gan ask:ed a Sroup from the private sector to

study Federal 3overn.:,ent operations and to make reco:-;-.en-

dations for improve.ents. It was heajed by J. Peter

Grace, a Democrat and Chairman of the '.% D,. Grace an ,

CoIpany. :1e recruited 161 executives fro. business,

professional, and nonprofit or.ganizaticns. Tney in turn

obtained the services of 2,000 officials fro. corpo-

rations, legal and accounting firms, and other private

organizations. The group became 'known as tile Grace

Co,~.:ission (President' Private Sector Survey on Cost

Control). [Ref. 3]

In January 193'4, ,:r. J. Peter 'race's rieort to

President Reagan outlined 2,473 separate, distinct, attj

specific recommendations. If fully imple.ented, they

could virtually eliminate the reported deficit by the

1I)%0's, versus an alternative deficit of :'10.2 trilio.

in the dpcade of the 1990's if no action is taken. .1 to2al

of >'-214 billion couli result fro..i the itn-ple:-ent3ticr. of

C;e Grac ,-  Cot.:,;ission reco,, na- on. over a three ,' -r
e ri n J e .3

Durin ; Con-resicnal testi:..ony in 1'34, r ]

citel "hait cost savings of b3.333 billion in th -rea .

casi :ianae..ient could be achieved over a three year

WI10



-rercent of not -deficitC redJuction couldA c o.-e4

ai:,d tir.,:ely, "posits of cash, receip7ts. a 1:% 3 1

. udclpri C. Penner, Director of Conl-ressionl-

Office (C30) and Charles A. 3owsiher, Co:.cttroiler 3 c, r oII

of the- Unitked- States (head of GAO) testified '.efore th.e

Senate CoT.;:2.,ittee on the Sud-et on 23 Fe*ruary *-

i.-e2.r testi.nonies su;:-]arized the analyzi- of z~i

Co:.isinrec o ,r-rendat ions performet by t.'iir res,)ectiv _

a, encies. An analysis of l rc 1o..~so' ;o.1 _j

t'Le Con.ressional SDud,,et Office showed that a 2,,ajoritLy of

its recon.mendations can be characterized 'as rcna-e.ie~it

proposals desi.-ned to achieve ;reater efficiencies zcn,

help reduce mountinn federal deficit .. any ofl th11e

policy, cLhan'ce proposals --o far beyond any )ropJozas

recently contUeniplated ' y Con-res, and a :-iaiority of

.;zll require con-,resoional actions.

- inalysij~ -ocne by t'Le- iGIeeral Accountin-:fc,

(A)suorc;ortS C0201 s analysis. GAID reportedJ tAi:t.

wzc &hirs of tche reco.-=m en.ciation:_; crinirv:&

-Ir na:. overall. 1erit. jAu jo i,31o n'-,2 o r s e 3 sr -In

*c~. ar~. 73:: e:e :rac t ices i.rn l,- 3 ~re f IWc - - I c 2.,;.

rc0 7r f: -In r. : r QJ! rese y iC,;h ono - :,1aC n -!1

2 1 c~i o~oi A .. c c f 1 S)2 A~ 0 i '1r t "rt n h~ t



opportunities stiil eyist in cnis area. Of tnose proposai6

with ariL, C30's estu.iated savin; potenLia± tota±ea

nearly $10 oiion. [Ref. 3]

Provisions of tne Grace Co:.mission's study were

incorporated into the Deficit Reduction Act of 1984. fne

Deficit Reduction Act was passed by the Senate on 21

,iarcn 1984 foiiowed by the House of Representatives on 23

June 1934. The Deficit Reduction Act became Law on 13

July i934. [Refs. 4, 5].

The Deficit Reduction Act of 1984 (Pubiic Law 96-369)

was enacted to make cnanges to tax Laws and result in

other management improvements to reduce the deficit. fne

Deficit Reduction Act was divided into Division A (Tax

Reform Act of 1984) and Division B (Spending Reduction

Act of ±934). ',ditnin Division B, Subtit.e C of fitle Vi

is the Implementation of tne Grace Commission Recommendation.

Section 2652 of SubtitLe C is the Coilection and Oeposi t

of Payments to cxecutive Agencies. This section ;ives

L.ie Secretary of tne Treasury Lne autnority zo prescrioe

tne Limin.; and tae methods by .nict, agencies wii.- co-.ect

and deposit money to tne Treasury, and to impose cnarge;

fir noncomp.Lance in an a,;ioun; equal to tne ioss Lo zne

;enerai fund. ,lonies in ;ne f'JnJ wii be availaoie

12
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without fi.scai year limitations for tne payment of expenses

incurred in Jeveiopingy and carrying out imoprovei metnod-s

for coi.iect.ions and deposi,*ts. [Ref. 6]

.4nat is unique about; the Deficit Reduction Act is

that the Treasury can :nana;e casn tnroughout tne Federali

Government. in addition. the Treasury nas the powder to

initiate penalties for noncompiiance. Within DOD tne

Deficit Reduction Act is a imajor issue, and one tnat is

perceived repetit.-- :-d impractical in view of the

intent of. tne Debt Coi]lection Act of i932. 3ut the

Deficit Reduction Act empnasizes new mnethods and Li.meiy

depositing of funds to help reduce tne defici.., whereas

tne Debt Collection Act emphasized collections only. The

problem is now to implement the Deficit Reduction Aczt

within DOD without defeating the intent of Congress and

confusing tniis legis.Lation witn tne Debt Co.L.ection

Act. In addition, after Congress saturated tae Fede-ai~

Soverniment with casn management legislation, it wdas noL

ciear how DOD wouid imp.Lement, tne Deficit Reduction Acz.

and wnat incentive would exist for tne ; plewentation.

(Ref. 6]

B. O3JLC-%Ti*VE AND SCOE

3y i.,iorov;in; casn f. ow3- tnrou,;n, effectiv-! casni

...ana1,..enL. it; iz esrimatea tnat Lhe Eeder-ai _ove,,nnment

couid aave over $2 billion per yeair. But to acquire Lae



5 avings, tne resuztin7 pro;rams and toe impiementation

process must ce definitive, we-i pianned, and accept.ab.e

to the armed services. Tne.e are prooie-is rnat ac.omuny

and often precede the implementation process (e.g.,

funding and manpower requirements, incentives). to

understand znese problems and the impact of the Deficit

Reduction Act on DOD, this study initiaily reviews the

concept of casn managemenL, and descrioes tne impieme-

ntation and current imoact of the Prompt Payment Act and

Deot Collection Act on DOD. The major contents of the

Deficit Reduction Act and the Treasury's role in its

implementation are examined next. An understanding of

the Treasury's role provides the justification for its

seiection as the Act's administering agency.

The next step in the study is an anaiysis of tne

implementation of the Deficit Reduction Act witnin DOD.

The analysis examines toe Deficit Reduction Act's potentiai

i.pact on casn management procedures within the armed

services. The focus of Lne anaiysis is extended to

include prooiems associated with impiementing tne Prompt

Payment and Deot Co.lection Acts as past initiatives.

A co;.parative evaiuation is Lnen provided between L.ie

Navy, Air Force, and Army to emphasize tne unique prooze:1s

that each service iS confronted wito in impie:;ientin.;

congressional ie.;isiasion. in addition, tne cricicai

14



steps in impiemnenting the Deficit Reduction Act are

anaiyzea to jetermine if the process can oe co.;op±eted

before tne September 1986 deadline.

The implementation of congressional legisiation

within the intent of Congress is not an easy tasK. I; is

time consuming and often the required deadlines are not

met. What are the contributing factors involved wnich

stagnates tne process once a bill becomes law? Given tne

pr.-iems of past initiatives and tne experience gained,

the implementation of follow-on iegisiation shouLd be

easier. Tnese issues of timina and resulting pitfails

will be addressed in tnis study.

Finally, a review is done on now the finance centers

evaluate and monitor the performance of suoordinate

activities in the area of cash management. Since zae

role of the accounting and finance centers is to prescribe

regulations, it is important that they know if tneir

regulations are being followed. Based on the review, a

determination wii be made on whetner the services are

oecoming more or iess efficient in the area of casn

management.

15



"- :2E7:ODOLCG.

To obtain data and associated bac. ;round infor..itior,

.9o0nt3 of contacts were 6stablished within the :1avy,

Ar:iy, and Air Force Finance Centers. Current and draft

docu;.ents on cash nanagenent, Prompt Payment, and Debt

Collection were obtained fro.i each service. This infor-

zation, alon'; with conTressional records, aas then us(e4

to perform: an analysis and establish the back.;cround,

current initiatives, problemis, and -iajor issues of i:,1j' e-

rmentin; the Deficit Reduction Act.

The initial literature search revealed that there i,'J

been little or no cota'prehensive research conducted on tli

i.,.yle±.,entation of the Deficit Reduction Act. The primary

source of infor,:ation concerning the bac1>sround of t'lle

Act was found in con,ressional records. The initial

literature searcn .as followed by a series of teleshoie

intcfrviewis with ..iajor policy participants in

Iashin; ton, D. C. Additionally, contacts werc ;.:a~e wu..

.iaval Supply Center, Oakland, CA; ;iaval Supply Cent :r,

';re-lerton, '-,A; i;aval Supply Center, 'an Dit;o, CA; n:

tiie leet ACcountin- and Disbur.i1'n Cent,:r, PScific, :'

7 ri ..;z re j to th.e .Iavy Accounzis-.; and ?inarc s

Center in .'z?,in-ton, . C., tae Ar:,y .cc ou ntin-, :,*r

ance Cente r in In iianapoI i s, ., and tihe Air 7Forc.



Finance and Accounting Center in Denver. CO.; These

series of trips orovided insights into tne operations.

probiems, and current initiatives of tne financia± aeaJ-

quarters and estaoilsned a oase for formu .ating a

comparative analysis. At each Finance Center, cash

management was tne focal issue for, discussion oecause )f

the current requirement for implementing the Deficit

Reduction Act. Foliow-up information was ootained jy

telephone interviews. It snouid oe noted thiat tne perceivel

prooiem~s and recommended solutions containea in tnil

thesis are tnose of the author and not the various co:-.iandz.

D. ORGANIZATION

This thesis is organized into tne following ciiapters:

Chapter II, Casn Manaemen. and the Deficit Reduction Act.

reviews the concept of cash management and now it appiies

to tne Deficit Reduction Act, Prompt Payment Act, and :ne

Debt Coiiection Act. Additionaiiy, tne current inpact

and status of tne Debt Coiiection Act and tne Prompt

Payment Act wizhnin DOD are summarized. A determinatlon

is made as to wnicn services are best complying witn tn-a

standards and tne intent of Congress. Tnis information

wii affect tne services' incentives and ini:iarives 3s

Lney approacn the imp.Lemenation of tne Deficit Rducz.in

c1



Chapter IML, Jefici. Reduction Ac: of 1934. presents

a perspective of the intent of tae Deficit Reduction Acz.

It examines Lne components of tne ielisiation and its

major provisions. It presents tne Treasury's roie as

the administering agency for tae Act, and provides an

understanding of the intent of Congress in passing it.

Chapter IV, An Analysis of the Implementation Df

Reduction Act of 1934. consoiidates the study and examines

tne major areas witnin DOD that are affected oy tne

Deficit Reduction Act. It relates the probiems experienced

oy the Prompt Payment and Deot Collection Acts impiementation

process to the Deficit Reduction Act, addresses how tne

impiementation process will be initiated, and wnetner it

can oe completed before tne September 1986 dead±ine. it

also examines remaining implementation problems.

Chapter V, Summary. Conclusion. and Recommendation.

presents the summary, conclusions, and recom:endations of

the study. Areas for furtner research are idencified.

IUDi



DC T 1 ' ACT C~19304

ZDefore discussin.- a.ow -L.,-e Deficit 1.-;~i;~c il1

enhance cashi -.:a;e,,,ent, an understand in,;- of thie conc2Y-)

of cash :iana_,er.-ent and the Deficit AReduction Act is

required . Thle followin-; sections -will :)rovide daafor' a

co:,.renensive understanlin- in this area.

"A ise Iian once observe-' thiat the ror:,antic life of
a niippopota.-.us iay be only of passin; interest to You n

:e ut it isof intense interest to othner ~~~t;:.
[2 ef. 2, p. 22]

efore thLe 19130's, the above reasonin,;, could ZI-e

applied to cash :-,ana~ement in DOD and thne Federal Govern.. ,;-..

There were only a few specialists wvho shiowed any intiare-.3

in cashi :ianase,,ent. in recent years, however, th:e ir-tcras-

has een ::-rowin-. Th.e focus on cash -.Jana -e-.ent ha-S _)eoi

caus3ed 'jy Li,;h'-er interest rates, lar~er bud- -_ t :;'if ic it

cnanl-in, economic corditions, data proces sin;, an",~

..iunca'cions. Each factor 'haS contril.utLed to "t.*ie inc.23z;J-

2oZ'; o ..oney and attention of financial .-maa r3 o ..

availa')ility Of c05-..

1. * once~t of Cns'i :ana-2:.ent

C.- casl-i ..- ae)et oli cy for tim 7 e.-ernil v r

r~aq'irc:3 '-..-: a ;enc4IrL Cond1uct financial acti. vi~iec3



in a :iannar t713 wil ..-axi...ze ;rie fl:.!cunt of ~:iv:~

to the Treasury an"' prec l3 unnecessary brrow.in 7 2

zasic co.oneivrs of casa :iana~ e.,.ent as e r ce Iv& eyDI

ara (1) the -,ccelaration of receipt-, (th'e exped-:i i ou z

billin,-,, collectin,., and d-epositin; of receipt5) , (2) tie

timely disbursement of paynents (thie scnedulin- of ~y.e~

In d'ue ciates, not early or late), and (3) theivst.e;

of any teniporary excess cash balances. The objective i

to .iaxi.-iize the 3.icunt of funds availaile to tihe Tre--sury.

C ef - 5]1

2. Cashi :1ana-,e.;ient in the Fecderal Govern,.'ent

Cash mana,,e:;en' ~n ~t President For-.'s ad::i-.r'2

Lration in th -:id 1j70's. :Iis ad: .-. nistration solic4itc

assistance fror.1 ti']e First !ational -anll of Chiica.-c to

wor! w-itii overn-.Aent a --encies to reco~nize ana i~gprov -

their cash u'iaa- -ent techniques. Until recently, .-ioct

fed'eral n'ara-ars wcre e valuated based on. t~ie:r Z.:iit :

~cco;Ai~~ he on3s of an a-ency or rnz;o.

?resently, dJue to th,'e f eieral d;efici4t and Iu~ -c a, ec:

7- 1 7 Ip A~



I. 2roc 0 -1 t ,,a t 3 1nc C SAOZ .UI ~lo.

e f 3ctV ', ve2 effic~~ 4 Ce r o orn,..Un; C 2

an.A instructions. The proceJures pertain to iiJ>

collections, je7)3 oSit, 3 n6 23u r e..ien t3.[e.1

An issue tia t is 'aaSIC to Uuc>rztan i n; 035.1 .iai"

in th.e F ederal 'Joveri.;,ient is Internal Control. 1- eo r

any plans arc, iiade concerrin, eff ective cash- .ana ;.~;

the Internal Cont-ol within an ot-;anizatio. .iusL )e

i cr::.ally *iocumenteci anrd cc..L,,iunicated- to :cy -,ersonnc2.

tr ou :iou t the or-_*anizatior fLe-f. 71 . inter:-nl Co:1;rol

is definej as:

Th-e ilain of an or-,anizaition, .iethodis, and -rcoce,.ur1-s
a --!o Dt e J Jy .. a na -,e:.-,e nt t o r ov i Je r e a so n a a .3 jL; rn c
.:iat oi i 'at ion s and costs are in co.-.n i3 nco .wi'Tl
L3pi Iicac a.lea'3. 1 u fn cis, r o e rt, r ev e n u c 11 J -x

1 _4~ ic a'-1e t o e en c y -oe r t i o n a re ;r a,, e r. r e3c
.n~ accounteci f )-- to ro:.i ')n rr ra Lion o~ i2

r~iihlefinnincin.21 taitia rlr22
a:~'~ain acountability ior t,-ie asoct. [.,of. 7]J

j.:nterrnal Control pn j~ a % o

dc csj.010> -iaeent .- roco- u,-es3rS2 > -

.. 2 rn: cn r ol I,:]:i 2r;v C sn -scu i-. 2

I.F n L ">. to r)v: r222.j j '2.1 :3 1.2C

C 0.. 1 ace o- iin c . :s .3 r3C o .u r



J' A r 3 z- - s a IL ' 3re a 1 '1 ; L .s Z , u -iu:a .r-
izeed use or .isap,-ro.)rJ'ation; ::nd

c. 7evenues a, d -a::2end itures a uic a 'ZlF toz rc
ooerations are n)ropor'ly r ,coiec- zinci accou~mre- -f-r
tc .er:-.it tne ore ,arotion of accounts ZnJir~i
financial an.4 statistica l re -orts, and- to .. ~t2
&-ccountability over th'e assets (.ef. 7).

The Cash :ana;ient 7eview- ;u--Ide is a~n a..iinisztrative

control .iocu.ienr, used 1)y tiie Treasury to ensure t"13a;

a -nrorpriate leval olf Jetail and docu.-.ientation of current

drccessin- (collections, deposits, and iis*surse.-.e!-ts)

exists anj is -.iaintain~ed. Thie :uide is orly one of ma.:ny

alternatives available to a-erncies to assist ti'ie.7 in

i:.;c;rovin-, 3nl- .i1onitorin.;- tie flo.j of cash w.,itlij e;

or:,anization. There cannot * ,e cash .,ianal.er.,ent ihu

internal controls. [.-ef. 21'

In its Circular A-123 (Internal Control Systei,2j),

thi-e Office of *:aria -eent andi 3ud;et established' detaied'

-u4darnce to be used by a~encies in -valuatin- and ef:i

an 2analyc-i-s of thie adequacy of thieir Internal Con-rc-l

~ro :a.:i. Ti Js crcular is a unique re-ulation wic

ensures rhat a ;encie3 -nractice aL ad1jntra Cn&o

:rocea ures. - ritical require-e-t is that t>ie )roce-ur-.

2 s ~n a; t-,Ien ;en1 cy Y i a 2 -1:ie 3ce-ounaal

~..ro~etsan *~ro~c re or t In - o n t w anoy C

-nterncl Control oycite:.i. Trh-,ernal Control ic ;r

to~~~ Iliiv oniaa ;G~n.2 i o~ an a; :, ncy



saea "-,)r..:al zy Z 4.: or 'ocu-nentin., 3n- i :.rovilr. I 13

co:ntrolz over th c an flow c Re 71

T"a c . an-e in ph)"ilosophy toward cash riana-e-ienz i.[As

'.rou~ht an influx of Con7-ressional laws and re-:ulztions

fLro.,, the e,,:ecutive :)ranch. Two0 critical pieces o

Con dressionSal le islat ion crece- in- thie Deficit e u

A c t, i wci o oc u se o n thie efforts of Con ;res3 to sr

control over federal funds and casa :iana ;e..mentL, w.ere

'hDPo.-tj Pa:n -c an Db Collection lct o~f 1l)-2

1 *Current status of Froi.:;t Fay.:.ent lot .'jin

T'ce Proimpt ?ay.went Act, as i .,-,le~.ienteo o :;l

Circular nuimber A-125, requires federal a.;encies;:ji

procure propertIy or services fro.i a .business ertitly (u

wihdo not :in:e pay-.ient for each complete delivered

ita-i of :roeryor service '-y 3 sele~cted )ay~enrt~

o r tai-e a di s;ccun;. no wti a :ul300unt >ro)> 2

7"1 iterest :: enaity to the 2-uz;:ncss entity on. t.,e .

of i~ 7-n .ic is sast --ue. ?e f.1

iin~ cD co:.,.>onan t c r n iz ion s ;:.r: .r -

to t th e r 3il in ti e Iy :.!an n er to uvc.ii

.- ~..e-~zt;sy..;ezz.The reasonin- v:;' Vii .jt. -

syseaoily :'ollowed,_ I-n cisilyo rtin

~onlcn. Te aid ervicez co..c:ionder are 4>:o2c.



33 1'.1 ' 1 11

Jelinou_'ml accounts. In 2ddI tion, -eri o diic rev iel~o ol'

del inuent -'ay.;ients are.: perfor., e' to _deter. -ine 4 t r f:

ex-ist cr t'Oe -cresence of unusual circu;.lstances co ul

detected . Corrective or discipli':nary action *a;oui] aj

instituted as required. [ref. 10]I

D)D co.-sI,-onents analyzeJ thneir contractual pca~

and increasej trainin-, and tne authorization Lovel ra:-

nidble for :-iajor acquisitions to i: -;Qrove theiir -cIerfor.i:nc2

Un1der th.'e le~isl ation. TIn addiition, DOD was required; to

lzu'J-,it end_-of-year reports su.:r.arizin-, any intz

pay.ients :)a-*I' out dunin th'e £iclyear concerned,,.

,.-e Pr:rtPay:,ient procedures cove-reU all t~so r~s

actions inivclv,.n;i, th'Le -.,rocure.,ient of services .-n_*.

: ::,e Prou.-pt 10ay..-ent Act wa~s a st~zteiuent zaili12t

ino-fliciency an-' ,oor casrl:2n d.2n .iit"'in L-,

*3overn..ient. It was also a tt:.etto Profes -iona

auIsiI ICSZ entities t'hat a chan,.as rauui ~reu. e1

~.urc~ on Jeli:ue 1il2 .;a nca C: J

or.ntt..to a I'lnL V. t2.e Ic ? o r; -2 r ..2

o a r. Z.2 n~u~nJ n' 0 r -j r

t - c-



r u ce ~oz c jr ... a er als a nd s Ze rv 'c e s

a.?crfor.,-.ance .;u O

7e?ro:ncot Payn: ent A c 'Giias hca : a n 1i:>2c z c.

Ifin an cil .3 a n a e.-,.e n t p oli_4c ie S, procedu res, and :;ui'in

lor ajyroxi;.;ate ly th:ree and, 3 al years. C ~e~r~-~

ff rO fo;IFY 3 3 - F 5 (F iu r 1 ) flu c tu uatzed ii I cr;c

.ir 7Y 34~ and a decrease in 7'- 35. 7urther analys-i3

reveals lkh.at durn; the last two quarters of 7Y c 3 (s.cre

to tiie first h.alf) a decline of 33- in the value of

coenalties oaid had) actually b)e-un. (Fi-,ure 2) . The ri, C

d urnn; the first t;:o quarters of FY 341 c-), oe att.riue

to the continuous chian-es in the reportin_; 'Jase d urn;

the first year and a half of thie Proort Pay..:ent Act.,

* ~ ~ 7'-is was ca used by an increase in contracts arn Qyi ~

tha~t were Subjected to thle Pro.-;,;t PaY:-2ent A'ct, andi the

I rcrae e_ accuracy an- ex:;ensicn of report.:,.rc~rc

C ' .I In e.ia,,t e 1- ec vlu-n,.e r io.er9

*I j 3n to 0 ' 33 to tal of U3112. T1. V3. 4 o:

e ry -r..e n; ;cc Imed-1 ao.:.rox >oe iy r,):. 1
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TABLE 1

DOD INTEREST/TARLY PAY STATISTICS

FY 83 FY 84 FY 85

No. Interest Penalties 118,689 173,926 127,379
Value of Interest of $2.019 $4.057 $3.608Penalties ($Million)

No. Early Payments 1,298,998 587,870 35,112

Value of Early$1.8$1 74$9 49
Payments ($Million) $38 l.4 9.1

[Ref. 12]
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blon to 31.141 9 :,iiion. Tl-;e zsav-,.i s Lii ntr

expense by thie Treauury, by borrowin:- at tnie 1~t~st

possible -late consideredA necessary to Meet a *,-Ae ',t( _7

Jays after receipt of proper invoice), is subst-antial,

R~ef . 11]

Overall, DOD is perfor,--in,-, well ihnthle

intent of thie Pro..apt Pay.,-ent Act. This perfcr.,,nce canr

be Jirectly attributed to strong initiatives suchi as th'11

au-,aentation of cor-Aputer hardware, a prom~pt pay.r-ant tan:,

force, and iriproved internal manaleiient control.

b. The Services Perormance and Pror.st Pay:,ent

DOD aas an established ;oal of zero percean.L 1or

early and late pay.-ients. The perfor:iance of DC) is a

M easure of col-,;)ined effort anonS the ar.,,ed services.

Individually, the breakdown of perfor.r.ance inciicate,--Z thu;t

there is considerable room for i....provements.

( 1) De~arti-ent of the Ar.,iy. Thne .1r o ~t

Pay. ;ent Pct anid its initiatives are of consid-erablc*

concern tc thie U. 5). Arriy. F~ro:.l FY 33 to F7Y 314, interc ;t

pay.:.ents pa id by the Army rose by c.551 00O. F r o. L

to FY l;, interest pay..ents were : 371,000. P r oj c ni

'o r 7 n, it er estz- ~ay i 1e n t3 .will be 30 1 ,0i o v r

tota!l Althoi uh *t-iie a .,ou n ' i s i n cre--a s in -,:t a 1

rijt., th' e o v Qr o1L So tal i z %: c ezsi v e.7 (i-1U r- ?).Th

l.a o r contri.)Utor to the APro:.-t Payiuent :roble.is, t~i V



ARMY
Interest Penalty Payments

4000

25005

300

Army



no'i elcu;~zI in.:el to. thei I~zrfor..:anca of

or 3 nz aio ~, an, 11e !i i ry D is trc t of .. 7:15,i -I

DC.Tan 3o.:mj ia e ui, J7 ', a, I.o h otlit

ex oense :)ai fir -, Y')L 3 anu 7.' 35 resiectively. Thrco: :L-

of the top five are witr.in the _;ou:p locates- in tine

7uropean a-rena witi: t.ie 1 3th AFSC, Frar,1hfurt atu r::e

to-) of th-e list (TA7,L- 2).

... e t,.io 'la-n reson53 for .-::3ny of thie 1:t,2

ca y..entLs aire (1) late reportz and (2) --,lzcy in .rc2i

.)y t.ie payin-, offices. Tiio -'eli- in. processin, J::

to a 13c'.. of trainin; and personnel turnover thiat cz

50,- iii .~ areas -,er six -.:onthi -eriod. .ost of t.i2

critical andt -,anual Jo.bs are h.el.d )y personnel in ~.

Jra Jes wno 3PeaA- l.Ite 7n.-lish an.- theref ore Z.re r-s-3ri~n

to 20b 3 ,-jI ich --o not provide aniy transition to :,,or-c.

senior positionZ. -7n t11i s s e tt ii. I, l ow. .-.uo r o1e 1,i.:n§

contr ij'tes to t~ie turnover 2-ro~le.). ['air. 121:

.A.T of -Lie .croonnel oi ooard nra n ot -,.,-a n,2 or Z. i

'rool1-:.~ of rovi .. a 2r1, of t2 111 I1 1:..

nJ~ .' t1) .I

MillV2 2.n > &n -~' .-. ,



TABLE 2

COMPARISON OF STATIONS REPORTING SIGNIFICANT PENALTIES

($TODSANDS)

FAO FY*85 FY 84 1IRC/ (DEC)

18th FSC - EUR $296 $75 $221

MDV 150 66 84

VII CORP - EUR 70 69 1

FT HUACEUCA 61 9 52

45TNPSC -EUR 52 6 .46

FT LEWIS 50 32 18

FT KONMOUTB 39 2 37

WALTER REED 38 151 (113)

FT IRWIN 26 5 21

FITZSIMONS 24 28 (4)

TOTAL M1lAsu

Percent of total FY 67% 54%
interest penalties
these ten stations
represent

FY 85 FY 84

Total interest Penalties Incurred * $1,200,000 $828,000

Total Late Payments 27,274 25,944

*FY 86 Straight line Projection is estimated at $1.5 million

[Ref. 12]
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.'lon i t. it t u r nov er an J ta in in 'U" e> 1

dioe, 'lot "I'Dvea ZCo..i;Ierely auto:teci data :zrocessin~

Syste73 for processin receiva:)le ( :ills) Onl1y ~i ,izL

portions of tne process are autom-ated. )u t ;iv en coc..i,; I-

automation, a problem would still exist concernin; r, n2

and lan,,Lua;e barriers in Europe. The testin of auto:.atecj

systems is currently in effect at Ar;,iy satellite co:.:-3n.,

w4ita no results anticipated in the 1.~dit 1uue

Tmanual systemi in an a.;e of technolc~y is not .neetin:-t,

standards of efficiency because people do ;,a;..e st

A majority of the forei-n nationals and SS-L41s it: t~i

U.ashin~ton D. C. area do not hlave the requiredi turaini~

for declpherin.-3 com.plex contrazcts and deter:,iinin~;

payments are due and hLow they sinould be paid. 1ef2'3

Current analysis of the subordinate activizieL

receivin-, services and -;oods show..s thiat thney are: (1)

ot f'orwarc'4-.n; recei )t infor.:,ation in thre requirai fivz2

dyti.me fra!.ie, and (2) causin.; lelay- due to a 13c.: o

concern. In adiition, subordl'inatoa activitieS w ,c 2r,

noz 1directly responzi411-le for the pay ..ent oroc~lsz u

Per: orm a critical f o"Ition of cort ification of

o~ :.tr 1'. or 3,erv~c; are nba -nr~ ZJ

tircirtific~tib1 1 -t or not, or cw ,-r n r r

L)



all . .'io i3 re3 onsible?7 '7,- -er e i s a n , n clea r -' e z i j

of res Pons ib)il i t' ti~ii;e cliain of co:-w-,and j-hn>:

tively. [Kel:. 121

Another i:oint of -,lajor concern involvin,

efficiency is that during- e-Y J3teDprmn ft

Arimy .iaje 99.L411 of its ')4.3 :illion in pay.-ients on ti..'

and avcided interest payments. However, t,'ie ccst t'atZ

.;'ust be incurred to reach 100'. :.iay not be cost beneficiaL3.

In this situation considerations must be ,iver to tihe

point of di::-inishin.- ret urns. Achieving 100" efficiency

.iay not be cost effective dependin- on the 3.mourt of-

incremental labor and efforts required to product e

100,13 3ut regardless of the percentae, il --iillion -

lar-'e sum of -. oney.

Som-.e of the major initiatives the .A4r: y iZ

ta'..in, to correct the current situation are:

a. Auto:,ate its processin- syste,,, before ? 7

a. 7Jrge incresse..' awareness, effort, and efficiency,

c.Clarify Arm-,y procedures and responsilities a:'
localize-' paymnents for sub)ordinste offices
supportin; remote activities. (f.1-2).

(2) Air Forco Performince. Tme . 7 .orce?

,.a ctively involveJ in cas, .-; :,na ;er.-.ern for a:ny ~-

.jefo.-r2 t.,ie Pr;::>iL ?a-y.en t Act. ;, Z reoul,,

izssues and :olicies evolv in- fro-.

;eea-'sotaej u ou .,iaJor or :'r~stic c.nan es 0 r

-,6 Ui 7iN,



3 . aZ O. o2a L cn -or r*2,r -a z --. L .4c:o-

aZiVecz :i>.c J b~~een La r z.: oe1 3?:rr-

3. A-oli cy of :oayin- cozt aeffIctive disccun~z e~_-
by a Treazury for..,.ulai was adopted.

b. :. ea1-quarters c-entralized collection assis~ance o
delinquent accounts- receivables.

C. EstablisneJ requi-re-..-erts for unannouncej cusriterl'.
verification1 of casn- in. the hlands of a;ent3-, i.2E
fun 4 cashiers, adcian.-e funds where a.)J)icob.ie.
LElef. 13]

--ner rhe ?ro--,ipt Pay-.:ent Act L.,,e 4lir-- or

in era:e exoense (TIL- 3)Was thle low4esZ ro;;o r.:

services. In FY 33 thie Air F'orce :.iade up only 7, o0 tC

total in~terest Da.ac by DOD. Du r in~ r:-FY 3L 4 j a f nZ U-- ''

Air 7orce's percenta'-es aere 5.1,j and 7- respectiv ely.

Altnou- i; low, these fi-,ures are not in conipliance wit',,

thie -,oals of C02B of zero percent for early and late

o a Y..en t s. The interest expense paid was Jue to: ( 1)''

7orce Accountin;, and linance Office a2.iit~iecrrcr,

( 2) vend!ors- resist ,in.; Jela~yed pay.,-ent -,rocadures,()

failures t-o ;et contractual and receiv in- ocu.:2--ntoz~

t Ae ccutn;and -inance Office on ti.2.,e, at,,.* coc ~

3 n -, policy cliances cau.:;eJ oy hi.- ,,er -1-*r oc tives* 'C 7e.

141]



TABLE 3

VALUE OF INTEREST PENALTIES IN DOD FY 83 - Y 85

FY 83 Value of Interest Penalties Percentage

DOD $2,019,000 100 %

Air Force 141,000 7 %

Army 267,000 13.2 %

Navy 1,531,000 75 %

rl 84

DOD $4,057,000 100 %

Air Force 208,000 5.7 %

Army 828,000 20.4 %

Navy 2,848,000 70.2 %

El 85

DOD $3,608,000 100 %

Air Force 266,000 7.4 %

Army 1,199,000 33.2 %

Navy 1,778,000 49.3 %

*Other agencies within DOD accounted for the remaining totals in
percentages and total amount.

(Refs. 12, 13, 141



..e _.ir Forca 1:t3V~ to ."

2 roc.23sin faLl into C.o eneral ca::ageoriez: a C o n

acco.:,iliscne. 3nd action Diannei. Under ac;ion ~C..±~~~

z or.--a'L re -ulations on Proimpt 10ay; ent A'ct h.,ave b)een vo~

all accountin- anCA finance personnel have been indoctriniat,' d

an4 trained in 'the funcia:nerntals of tlie Prorn!t Pay..,2en-L .c-

ani t.heir responsiil ities under it, an--, nu.-.ero)u2

Focrce technical di- _es' articles ha~ve been '_U*3l-i3.:ej.

rLVei. 13]

Under action planned, tile Alir Forica_ will

request the cooperation of supporting- activities in

providin- accurate supportLing- Jocu.-ments, and develcp "3

better wor:,cing; relationship internally (amon;, contractIn,

accounting_ and finance, and receiving, activities) an6

e:cternaliy (vendors). Pro:;-ipt Payient w..ill continua tc )d

a nr icrity issue until tile -oal is acllf:!ved. T r u -.

increased er-iphasis on cshl 'Iana-e."ent all- :Droi1t r) Z

processin-;, tile Air iVorce is 'JestineJ to a c he v~

-oal. lA.;- the ai%,ed services, t.ie A..ir Force L :cIz

bet er job of i.-.Iple.entin-,n o::lyn~.'t tIe .2O Z

and1 rauire.-ent3 of th"e Pro.-;-t ?ayient aiitix.

(3) :Ivv',I P erfpr ',anoe. -Xva * 'av l. -_ C

in 'e r L,h ? r .. t P?2 :.i e nt i-1:1 ;ZUI

o~ n .c! )ertor.,-;rice of Z>DD. to3i ~ac t:1?.

o f i n ;er,2 zt ex.-)e n s zi i y tno 1 vy ( T.VLZ-1)L



TABLE 4

ARMY DEBT BY CATEGORY

($MILLION)

SEP 84 SEP 85 INC/(DEC)

OSAR $ 49 $ 49 $ 0

HAP 15 2 (13)

MEDICAL 15 8 (7)

COUPONS 6 5 (1)

CONTR 6 6 0

PVT AGY 4 4 0

FAMILY HS 4 3 (1)

FOREIGN 4 4 0

MISC 6 3 (3)

Subtotal $1.. SA$L.2

NEW DEBT (AFTER SEP 84)

INTEREST $ 0 $ 9 $ 9

REFOR/MFR 0 7 7

CUPON CON 0 3 3

MIS RCPTS 0 5 5

MISC a 1 1

Subtotal 0 25 25

ToTal $L&U $=Q $ I.

[Ref. 18]

38



ex e n se D 3 i,- *.)y DOD dr- i r Y 33, 7 .2 Jur n - Y3, .

3 , .33 u r in ~~ 3 The jositive aspect is Si~

i s -ettin3 better. The ::avy -.ro:ressed, si.l~y ~

initiative to adapt and perfor::, in tae area of cashi

:c-ana-e*,,ent.

i Ior' in w-itiiin an env iron:iient docnate- d,

s.-iis .whic'h re:.,ain at sea for 1lon-7 periodis , cas, -an

and fo!llow.-on initiatives have not received th.,e -ricrity

required in past years. Thie focus was directe] totally

to supportin- the fleet and -ettin-- thne shiips un(:erw.-ay.

As5 a result, activities sucI as tne F'leet Acc o unn.-

iiSburs-in- Center, Pacific (r-AADC?,AC, San Die-_o, CA) av

failed to p:e ace w.-ith the grwhand operatin-, te::cpo

affectin; its fleet and shore activities, which are

su:3jorted. In an atte.-,it to catchi uu witi:. tec'hnolo-, uv

ze fLleet th.rou nh -%u tor',a 'ion , 77AADC A C b .2c:i e a l ee 1.

py 4n i1ntearest; e,.. ense (wich' du rn- one re or t in -

ge r ica exYc ee d e - d93, 0 p r o,- iDt i ; c i n - e s i n Ile zirn:

D t t.1e Octivity and -,aini n; incrzc-3-n: -tinfr1

e er e chiEl 1on. Th.E ic:13rnin~ curve n e:;e.v- u

to L y 77 1DC PC Zi. ju 1uo: a n .:az r~ Luc o iZra

J.;e, ta Z) 2.[2f~ 3 3

.ne ... a, or c u e s~ o : avy 3 i r z

,a;:: :n:;e arc, Jrday: in tii ?71flaf'ic' rtcOl) of

~t 4%



receivin*- reports and o-urciiase orders (contra~cts) an--

jelays caused by the )rocessin,; within the paying; offizc'.

The follcwin.7 :.ajor initiatives have been taken to rejuce

interest expense with favorable- results:

a. Automated invoice tracking systems were established
at all -.ajor bill-payingr activities, enabling
invoices to be properly scheduled for pay.Jent in-
accordance witn tile Prormot Paym~ent Act and casLI
mana-e-ient guidelines.

b. "ana'e.;,,ent attention was intensified at ilaajor ca:a-~
aavina- activities with high interest expense.

c. NVCOM*PT intensified its schedulingP of Pro.rz,,ta.:n

perforrmance monitoring, m~onthly reporting to :!vy-:.'id,-,e
comm~ands, and became involved with specific activities
responsible for hihinterest penalties.

d. 1Iajor enhanceraents were made to cornputer ila rd a re
and ADP systeilis at two of the largest bill-payin.;
activities. (This alleviated long standin:-y backclo-3
and ensured imnproved future processin,-).

e. The auto..iated JIavy Interest Paymient System.- (UIPS)
was refined and expanded to gather and array ay; w
interest data.

As personnel -,ained experience and besan

Un-Aerstanjin- and applyir the t-chnolo;-y, t,'e .:avy be --n

:o iL.Drove as indicated Dy 77Y 35 reoults in interest

ePx-ens:?. T.iere is a potential for even better resultz. IM

7. 3 a.3 tha ::avy finally takes it-, place arion- tue

as t-u area of cash ~ 2n. :et ief. -46

:?. wrrr~ 3,atu5 of Debjt Collection Act ihrD

7,;e D)et Colle ction A ct c f 1 ),,2 a 11c e - f j-:2:I

3-jen ;ies to report del incuant accounts to rrivate crJi'.

.~ureius.T~ii-; wouli -iv,, twoi a ;enciez: th tol
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n~cci;o .a~:e r~.de'j-t collection eff ect ive 'u

e fJ['c ei t. The t*hree. oibjectivez for thiis initi-,ive

are:

a.To have avail'adle for thle first ti::e both thle
Gjovern,ient and private sector credit Cilstory w
evaluatin-; the credit wortihiness and financial
reliability of applicants requestinl- federal
assistance.

~.To provide as.incentive to delinquent debtor: to
repay their ;-overnm1ent debt in a miore ti,-ely .:re
.by establish.ing: a r eportin.- process thLat could
affect their credit ratin; ancd future ability to
borrow. [TRef. 17]

Jithin DOD, the two issues whichl warranted .;ost

attention under the Debt Collection Act were: (1)

Delinquent public receivables arid (2) Out-of-service

Accounts Receivables (OSAR).

'.!ith respect to OSARs, the e~iphasis is on consu-.uIer

related debts and the ability of the services to collect

the debts. These debts are not contractor related, but

*er3onal debts of individuals. Collections ro.. cortractcr5

are a result of -.,anareria 1 ressures and" perfor.-iance

rathler tnan the affect of the Debt Collec-.ion ,ct.

Il; bn DOD, i:he services are pri-iarily concerno ' with

ODSA- debt3 whj~icfh are directly alffected- by th-e D)ebtC)I:,~

TI- cor.S*.;;er 3zssect of tiie 03SAI- iz- ill '%:o r :

(1) debts ovied- by :.eTescurrently d'rawin .. pay (c3±L.;.eJ

an in-Service debt) , and (2) debts owed by .. ij e rz



wno are no iorv~er in an active duty status Jrawin-T pay

.ca~.±ed out-of-service debts). Tnese two areas enco~:ipass

active duty, retired, reserve, and civilian personnel.

[Ref. 191

i~n-service debts are trivial when compared to

out-of-service debts. A majority of in-service deots are

caus~ed by miscaicuiartions of pay whicn are suoject to

reconciliations during the following pay period. Alil

services experience some forms of adjustments to member's

pay during each month. Occasionally, overpayment result1s

tnat may go unnoticed for montns Defore being discovered.

This occurs in the Armny's and davy's records proces.3ing

and tne Air Force's JUMPS. Normally, reconciliations are

easily performed witnout th'e member's consent or conmo.L~ainL.

The out-of-service debt is not subject to as miucn

manipulation. '.4ithin DOD it is the focus of tne Deb:;

---ection Act. The main cause of tne out-of-service

ieot is tne un~ianned separatkion of military mernoer3 fro.-.

service for various reasons (iiuumanitary, uns3atisfactory

parfor.-Iance, discipiine, drug- or a--conol abuse, fraud,

paren-.nood, or pre:7,nancy). In sicuationz wnere a .e:e

aas recaived a oonuz or nas excess ieave in .aiz recor:1,~

a:;ounts fa.L. inc.u .ae OSAR za ,egory. 3SAR is a~zso :,fze_

oy advance pay, improper.y pail'. entilementi, and ~o: o

equipment unJer custody of an individuai wno nas separaze_,

-4ALI



3'a L-e zerv-c.2. Tn excess .eave anj jon'J: are na

when appiied zto an individluai, our. neasured out over ;zIe

total- popuiation of tzie service Lae a::2Iount is excessive

and warrantz toe attention of senior officlis and Oon,-e.;Z.

That is one tae initiatives of the Deot Coiiection AcL.

E~ach branch of the service nas a different system of

accounting but; eacri faces tae sam-.e problems of out-of-

service debts. (Ref. 13]

There are different approacnes in anaiyzin-Y ttae

con~cept of O-SAR. Thle Debt. Coilection Act provides a

series of steps for out-of-service debt coiiection wioa

write-off being, toe final solution if tne process fai...s.

The out-of-servie d-eot coliection process nas e. even z£:ep.;:

a. identify the debt.

o. Estab.Lish the locale of the debtor.

C. Progressively stronger demand letters (tare
each)

:.nterest, admainistrative, and pena.L.tY ciar-!es

e. ReouttZais and administrative -aview.

C.Tne walver process

Ad4 innistr~tive ofl:"je-.

o-i. Crea->Lt- r,- po;'ing procezz.

i .Zraei-i:n procads.

j. Referrai to Ju-zt~ce.

'.-.rite-off oroce.-s.
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These step3 are perfor;.:eJ in a manner of due

process to ensure aIl reasonanae effort iZ ..ade to co.L.ec

a Jeot prior t initiating a write-off of the account.

[iief. 20]

a. Army's Perfor:aance

Among the services, tne Army seems to perform

more effective in complying with the Debt Coilection Act,

in spite of Senator Proxmire's Golden Fleece award wnicn

was given to the Army for the month of M*arcn 1986 (Lne

award is given to the agency wnich does tne worst job of

coilecting out-of-service debt for a given month). Tne

Ar~my's main frame computer has OSAR files aiready essao.isned

wnich allow tne Army to respond to requirements posed oy

the Deot Collection Act, wnereas other services must

first develop the capaoility. Taole 4 shows the co:-p±ete

breakdown of the Army's receivaoie deots, witn OSAR being.

zne leading category for FY 34 and FY d5 with a '49

-i'iion debt (the differences a;nong t e services occur

nere because te Air Force nas contractors as its major

deo and tne Navy has foreign debt as Lheir leading

category) but eacn service nas a si .;nif:cant JSAR deot.

i.33L 3 z a detaiLed analysis of JSAR. 5onuses and eanry

separations are inajor contriourors to ouc-of-serv.ice

Jeot. [Ref. 20]
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TABLE 5

DETAILED OSAR ANALYSIS

($MILLION)

*FY 85 FY 84 INC/(DEC)

Bonus $24 $24 $ 0

Early sep 14 13 (1)

Excess lv 3 3 0

Ros/gpld 3 3 0

Non Entit 4 5 1

Other 1 1 0

Total OSAR $. 41$a

(Ref. 18)
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TA.iu-;. o is a de:3i~eJ A.%,y projection. of a 1-17 mi-lor,

reduction for FY1 3o Jue to ,'eferao.A.es oein T pa.3Zej to ; :e

Jus,-.-ce departmenz., coi..ectio 4 a;enc- aj aszij.Lance, and

otaer deots becomins noncurrenc.. 3ecause of its expe-.:en:y

in adjusting to tae requirements of F.ne Deot Coi-ection

Act witn automation, tne Army hias focused managemten.

aL:enLion on initiatives zowar'os not on~y reiucing tne

deot out aizo estaoianint; means of deot avoidance.

Under OSAR, tne Army is perfori-in.; a oetter Joa of zcreenln;

personnei for outstandin,. debts prior to separation:

is doing a better job of Lrac,<ing eariy separation payments;

is profiiing oonus deotors; and is reducing woere appiicao-e

advance ieave status for It members. (Ref. 20]

b. Air Force Performance

Tne Air Force's .Larges*%* debt categTory is

contractuai debts, witr. OSAR at $1.3 taiiiion. (TABLE 7).

T.ne Air Force cur'renc.±y does not possess any autozaation

to address tne requirem~ents of tLne Debt Collecti.on Act.

A ,ystem is expected to oe operationa±. by Septemoer i936.

Tne propozed system wiii possess tLne capability to inzerlrace

w~nan acCountin.; and finance systenm, in addi.iton 7o 3~

otaer ae. .nquen. accountsz. The iack of automatio.'n naz

forcei tne Air Force to focus its; attention on i20t

prevenr.~cn, wnicn ,ia3 oeen z.,c-:e.sfui. in Xinin-uzin: ne'a*



TABLE 6

ARMY DEBT PROJECTIONS

Detailed OSAR Analysis
(Million)

SEP 84 MAR 86 INC/(DEC)

Bonus $24 $24 $ 0

Early sep 14 13 (1)

Excess lv 3 3 0

Ros/gpld 3 3 0

Non Entit 4 5 1

Others 1 1 0

*Less: new 0 (17) (17)

Referrals

Total OSAR S(171~.

*Referrals (incr after SEP 84)

Justice dept $1 $ 5 $ 4

Coll agy 0 6 6

Non cur 8 1s 7

Total Refer $9-$j 1

[Ref. 18]
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TABLE 7

AIR FORCE SCHEDULE OF TOTAL DELINQUENCIES

Out-of-service debt $ 18,234,358.83

Payroll overpayments 1,802,164.60

Contractual debts 69,525,486,24

Foreign governments 876.46

Industrial/stock fund 12,659,137.59

Freight claims 421,096.81

Other (information not available

at AFAFC) 12,942,037.17

Total delinquencies $115.942.O37.17

[Ref. 44]
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- s. 3ut L j tae ir au to.na : o n c atzcie s up :,tne Ar

Force wili fa~i snort in coimp~ying witn Lne provisions of

La-e Debt Coiiection Act. (Ref. 21]

c. Tne Javy Performance

The Navy automated system, like tne Air

Force's, has oeen ove-rwelmed *oy the requiremenLS of tne

DebL Collection Act. The Navy has an automated syoce:m

o)ut it lacks tne capaoility to interface 3a suD-nit daca

to tne OSAR coliection process ( e.-., tne system iac.-s

the capaoility to initiate referrals to coliection

agencies or carry out the deliver-y of three deot letters).

The Navy is seeking additional software to provide increaseJ

capability witn an implemnentation date during the La-ile.-

part of FY 86. The Navy's pay system is more conpiex

than tnie other services and this contributes to tne

crool em of implementation. On a comparative scale, tne

Navy nas tne furtnest to go in complying, wita tne required

provision:5 of the Debt Collection Act. As of I-ay 19J,,

an appropriate systeia for solvin- the deot coilection

orooienis ias not been identified. [ief. 16]

C. )OD AID CASN IANAGE:ET

On 14 :Jovemoer 19/71, President, CartLer ,:zued a jirec;'.v-2

requirin7 a study oe conducted to exam.,ne cane iana:e:.:

po..:cieL and practices tnroughouz tne -Executive brancn.

1.1e StUdy WO1 oe performed jointiy by iiz :;Laff a:;s L.la

~4
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Treasury Deoar~iiwenz. T.-,e intent of Lne stuay wa. -o

~iantify areas wn,,Are :nodern casn ;-iana,;emenL Lecnn:.uea

could be app.lied Lo Laie federal casai flow to reduce

federal debt requirements and interest carrying cozsts.

Three months later, a General Accountin,; (GAO) report

stated that federal agencies were paying their bilis in a

timely m-,anner, out ip certain cases delays nad occurred

in in others bills were being paid earlier than necessa3ry.

Both the GAO report and the President's staff report of

Marcn 1976 recommended improving contractual agreementS

to ensure bills are paid wrien required, and not earl-y

nor late. [Ref. 22)

Resulting from tne reports, tne Treasury Departmen.

issued Chapter 8000 of Treasury Fiscal Requirements

A'anual (I-TFRM 6-8000) entitied Casa Management. Tne

desired goal was to maximize the casn calance avaii.ae

to the Treasury and to prevent unnecessary oorrowin- .

After the publication of the cnapter, DOD initia~ea a

study to evaluate the ar;,led services casn managemenz;

programs. Amon- the services tnie perfolrmances variei.

4iiai; proceeded afterwards was a Series of CongTress;ional

Acts withl an under.Lyin;- intention of improving rz

iianagement. [Ref. 22]
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D. A :4 E X A. I --. A Tf - 3 .. F T E fljT i JF DE L A

A..son;1 economisr-s and .,.e:.La~ors, Le .;aj Dri y a

.mat currenL o'udgec. tr-ends are not 3uszaina.Le and m_'a;

federai spending and Lne deflciz; are out of controi..

iDurin-r FY 65, statistics snow revenues for tne Federa..

Government increased by 67-5 bilIiion. This amount was

exceeded oy Lne ,,rowtn In federal outiays of -9 uii-Ion,

toe iarglest one-year increase in Annerican niitory.

The deficit durin; FY 63 grew f.'oi $135.3 oi±iJon Lo .3211.)

oi.lion. TABLE~ 8 snows Lat oetween FY '.03 and FY 0 5 FeJer-.

sperndin,; expanded from $111.3 bi±±ion to $3946 oi±..ion.

Tnis growth represented a 14L44 Increase over tie base

year". Furtner anaivsis reveai tnat mne federal ou;:ay

share of tne Gross :Nationai Product (G;NP) followed tne

;-owtn in Lne federal oudgret. Tae FY 85 out..ay of $734

bi.Liion represented 24 .7 of 0J'P wnicn was far aoove tne

2118 average. As a resuirt, tile FY 85 bad~res Jefci.

of .3211.9g oi.L-ion was approximatei'y .%of GNP. T.,,a

--owcn in federal spe.1ding is tne m~ajor cause of cne

current deficit. [Ref. 23]

Con.;res3 is desjigna-.ed tiie quar~lan of mne f!-e3a7ur,.;

purse. .Jut dur:ng: mne Dast few yea3rs, C.on~ress's n-:

nas oeen ;r avei.y ;wea.<rkea due to Jec-ine _ n ee:n

a mo n a.-encie3,c~te, ard



TABLE 8

FEDERAL BUDGET AND THE GROSS NATIONAL PRODUCT, SELECTED YEARS
(MBILLIONS)

Year Budget Reciipts Outlays Deficit/Surplus

Amount Percent Amount Percent Amount Percent
of GNP of GNP of GNP

1963 $106.6 14.4 $111.3 19.3 $4.7 1.0

1968 153.0 18.4 178.1 21.4 -25.2 3.0

197;3 230.8 18.4 245.7 19.6 -14.9 1.2

1978 399.7 19.1 458.7 21.9 -59.0 2.8

1980 517.1 20.1 590.9 22.9 -73.8 2.9

1981 599.3 20,8 678.2 23.5 -78.9 2.7

1982 617.8 20.3 745.7 24.5 -127.9 4.2

1983 600.6 18.6 808.3 25.1 -207.8 6.4

1984 666.5 18.6 851.8 23.8 -185.3 5.2

1985 734.0 19.1 945.9 24.7 -211.9 5.5

[Ref. 44]
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,n---4ejenience of sae a~o~~. o~vite n

appropriltion .3uoco.ai:iLtees er-saoied eaci to conouc:-

its budiness wit'h -Li-.;ie rc.ogIard for zne spenain.,; iri~einn

of tne atner. Since eacr, commit-tee and suoco:;.,mi;;ee

wor~ed for oudget increases in programs under its juriz-

diction, commaittees had even less incentive to wor;< -n 3,

coooerative manner. Cong--ress nas sough; to llsnor2 u~l"

its uardianship by im..posing oudige '.-, rnte cnr. D i.

appropriaLions. Tne act oniy placed suocouaimitzees in a

position wnere requests are submitted a; an amount oeys:ni

a required amount, to aillow for cuts by budg,,et cm~l~e

at Lne next. congressional ievei. It seems Lhat everyone

in congres.3 nas become a strateg,-ist for spendi--ng-. iL

the increased emorlasis on cne federai debt, tne new buzz

word nas oecome deficit reduction. [Ref. 2J4 1

Tae c as n man agen :orc eptL e voiv ed dur -.n , -. ,e I ~ 3 ~

ncreaze eionas is resuiL ed as tne def icit, and poi 1.0

inrterest :ncreased. Con ;res3z and tne ad; i.n -3L.ration in

power assumed major ro~es in onangin; procedures-, reo-

.a-.ionj, and -aws; ;overn,.n;; and aff.ec:.ing7 caa ."an3 ; e., e

Tnie .- ii:)ozsny of casn :nana-e .ient nas3 -l tes fro'-. a

;ae~sreof alf -c ency to) a ;reans; of re'suci n. Liie :>Z.

.Tne Dect Co.,.ecz ,4on and Proimpt Payment Act.s, 3Pfr.;~.*n';

.~ ~ a.,-3.Larion ace tJt. C L:s; ';era .(



i:.rv a eff i.-ency a nd noc t~o add resz zae lszuea of --Aet*--c

reduction. 3uL witn Lane Deficit Reduction Act, t~ie

emipnasis naz 3flifted to deficit reduction. 'A.itnin DOD,

Lne performance of cne services vary accordin; rto wna:;

IeJislation is discuss3ed. Overali., thle performance

taus far is encouraging; bout deficiencies st~iii exist winen

di~cussino- tie cwa major pieces of iegisiaion: Tae Pro:;;.pt

Payment Act and The Debt Coiiection Act.



Jii. Deficit Reduc:ion Act of 1&34-

The Deficit Reduction Act represented a preilminary

methoa oy Congress to reduce tie federal debt througn

improved cnanges in coilection and deposit procedures

tna increase the availability of nontax funds to the

Treasury. A- witn any major legislation, :many hours or

even years wiil 'e spent on its interpretation oefore

any formal i.apiementation, and opinions will differ.

This cnapter wiil address some of tha key provisions of tne

Deficit Reduction Act and its interpretation by the

Departxent of tne Treasury. in particular, the focus

wi± oe on an examination and review of that portion of

the act entitled Collection and Deposit of Payments to

Executive Agencies. [Ref. 6]

A. 3ACKGROULJD

The Deficit Reduction Act was enacted in 1984 to mae

cnanges to tne tax laws and to produce otner management.

improvements to reduce tne Jeficit. [Raf. o]. Tie Senate

Com.nitee on Finance ori.:inated tae bii and tne .Ian:,ua.;e

for tne Deficit Reauction Ac;. A series of tne :oist

significanz even;.3 leading to tne Act wicn occurrea are

iisted in Appendix A.



In tLiie Hous~e of Representatives zne osCan~e

on day3 and Aleans completed its actionz on 23 June 1),34.

The rax and Spending pro visions of' .. R. 4170 were paz seJ

on 2?9 June 1984.

The Deficit Reduction Act was signed as Puolic Law

98-369 on 18 July 19814 [Ref. 41. The Deficit Reduction

Act was divided into.Divizions A (Tax Reform AcL of 1984'

(Titles 1-X) and Division 3 (Spending Reduction Act of

1984. (Ref. 6].

B. PROVISIONS OF PUBLIC LAW 98-369

Under ilislat;ion in effect before 1984, federal agenclles

were allowed to collect nontax deots in a variety of ways

without any explicit guidance on cash management. in

1933, a total of $55 bill'ion in nontax receipts were

collected by metciods ottner Lnan acceierated syszems.

This was one of many incentives for tne Def,-clt ReC-u,:tion

Act. (Rlef. 61

The Deficit Reduction A'ct autncr2.zed tne .-e-re',ary oz'

the Treasury to prescribe the Li.ne-frame and tae :etao' z

by wnicn federai agencies wi. coliact- and deposiiz nontax

Jeots to toe Treasury. Toe T:-asury ia.3 toe ;ower zo

iimpose cnar-yas for, ncncoinp~iance Ln an amountdt:~~

to ae Lne ioss Lo tne Treasu.ry 'z ;enea4.t'une

'Tener'ai fund wi.'i be avaiiao.ie wictnout any fis;cj. year



.im11ta;ons for tne pay:;en; of expenses incurrez in

deveiopin; and carrying out improved metnods for co;ie:icnz

deposits. (Ref. 25]

As tne Key agency, the Treasury now nas tne autnor'ity

to perform and affect cash management tnrougnout tne

Federal Government. Given its role and functions, tae

T-easury has tne Congressional support wnich aliows i'c o

perform a better job of cash management, besides tnese

other major functions:

a. Acts as tne government's treasurer and is responsbie
for tne government's casn management policy and
procedures.

o. Provide services in support of tne management of
the ouolic debt.

c. Acts as tne government's banier for tne coiiection
and disbursement of funds.

d. Maintains a system of central accountin. and reportin.;
to provide a consolidated record of tne governmen;'s
financiai transactions.

e. Issues instructions on central accounting and
reporting, payroll, disbursing, and deposiL
reguil.ations. [aef. 7]

1. Coilections and Deposits

Section 2652 of Subtitie C (ImDiementation of tne

Grace Coininizsion Recominendatzons) s ates that:

* . .(a)(1) suocnapter i' of Caapter 37 of tite 31.
United States code .... (a) eac 1 nead of an execut.ive
agency (otner tna. an agency s5oject Lo zector - of
tne Act of lay 13, 1933 (43 stat. 63, .aacter 52; lo J.
S. C. 831n) snaii, under such reguiations as tne decreta,'y
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of tcie Treasury sna-- ores2r-ibe, prov--de for :.e ey
deoosit of z~oney by officia.Li and agents of suc~. ae-.y
~n accordance witza section 3302, anj f'or rne coi~ec;Lij
and r.-meiy deposit of sums owed to sucn- agency by ;.ne
uise of sucn procedures as withdrawals and aepo. it;- oy
e.actronic transfer of funds, auto:a;ic wicnfl:raW3.s
from accounz;. at financial institucions, ana a
under wnicn financiaLa. institutions receive ano del-oziL.
on beiaif of cne executive a-rency, paymentJ tranzmitzea
-.o post office iocx ooxes. [ Ref. 6].

Congr.1essionai inzenzion for Lnis portion of Laie

ilislation i3 to reduce Lne nationai deficit Lhrough

government-wide processing of coliections and deposits.

Fai4.ure to comnply and iriake deposits in a zimiLy manner

wou.,d resuit inl a cost to the a-gency. The Secretary of

tne Trreasury is responsibie for prescribing and assistin-z

agencies in iaipleinentin4 tne iatest transfer metnods

avaiiabie for toe coliection and tne timeiy deposit of

receipts. Eaca agency is responsibie for reviewing its.

cash receipts processes and ensuring toat formai procedares;

are aocunented wnicii provide i'or tLne prompt and contiuin.;

action to coi,-ect nontax receivaoie3. (Ref. 26]

D0D nas not performied well' in co -ecting Jeots.

'iowever, focusing attsntion on toie vaiue of tnose recevao.-a.

co-iected (Tha Army and Air Force co.,Lect-ed a cie

Lozo~. of ,'73o.3 a.wiion In FY 34 anJl ")?12.9 miion :n F'

J:3) ans deoosized w. i rezu.LL n .ess aorrowin!7 )y Lie

T.-easury and aii'ow for an accumuia;ian of interesz i -co.i e

taru~ iveert.Toe freas3ury na.; various- metodos an.



5yztemis for C3c e -ionrs an-A d ap o s i L , *..in e

discussed in * ae next section. Cief. 27]

a. Coiiection Aecrianisms

Any agency wor-;,cin; with rne Depart.ienc of i;.e

Triasury will determine toe most cost effective ilecnanism-

for collecting funds. The oojective is to develop a sy3szemn

caoaoie of' exoeditlng credit and ennancini; toe ava.i"abii.;v

of funds to tie iJepar-.,,ienL of the Treasury. A rthorou::-n

review and anaiysis will be accomplisned to de~erimine t

extent of tne current coiiection and deposit systeni. Li

im.provements are required, a systemisconwin

demaonstrates tne most efficiency and effectiveness a;

minimum costs. The simpiest mettnod of collection w~

be for the payee to deiiver the fands to the ag;ency or a

representative. [Ref. 26]

Tne Treasury, tnrouga researcli and ana~yjil,

nas deveioped aiternative systeins for coilect.-ions. Trie

zystems invoive e.Lectcronic transfers walch --ypaj-- Lae

nanii inr of nonies. A system deter.;.iinea to ae cost

effective is normai.y Impiemrented. Jlu; oefore any

.nentation, a Lorougon study is -oniduc: ej wnc I ~n -jsn

ex a.ination of z;.; assoc iated .-itnr perxvD.ne- , 373>

procu'rementL. equ..,mienz, and 3y3te:.- ma:ntanance.

ef fectLive, the a ency and tne Treaiury '-- fnanc i~ zLiin

6arvice ('1)wi.. require fund in4. i~ie c"Inarncio
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Service's input is essenLa- to Lhe decision process jue

to the service oversignt and controls a: Lne nasiona_

.eve-. rae approvai autnority from Lae Financial Manae , n.

Service is required wnen an a4ency plans to convert

from one electronic system to another, estabiisnes new

contracts, and renews old contracts for coiieczion systems.

[Ref. 25]

Eacn agency is responsible for conductinj cash

management reviews, and tneir collection system and

procedures must oe documented. Periodic analysis snouid

oe an ongoing process for determining if areas for improve-

ments exist. The Treasury's Financial Management Service

WiLl perform casn management reviews and identify those

agencies wnicn have inadequate collection systems. if an

agency fails to comply or maxe improvements, tae FMS nas

legisiative autnority under tne Deficit Reduction Act of

1934 to mandate that an agency implement a specified

coiection system. The following sections wiii identLify

coiiection systems that are electronic transfer syste=ns

recommenaed oy te Treasury. [Ref. 25]

(1) Locy nox ysvten. Fais is a 3ystew of

Jepozitory accounts ;eograpnica.iy iocated so tnaL receipis

mai-ea oy payers wiii tan<e no more tnan one way :o reacn

;naL iocation. Componens of tne current socoox ooworn

are as fo-iowz:

, . ., i9 . -,. .,63



Ci~izan anc Soutnerni *ationa. 34an. ALtLanta, GA

'4Is. aLJona.L £anx< of Ct-iicago Ciiicagzo, L

Repua~ic Ban.<c iaiias, TX

Ban.< of Ameri.ca Los Angeies, CA

'leion an.PiLour rn, PA

Tihe 'iocxbox is a post; office box desi-g-nacj

as a remittance address for payments of an agency (Figure

4). The agency autnorizes tne banK access to tne post

office box. Tni3 allows tne bank to collect mail. frora

Lne post office severai times a day, process tne cnecks,

and wire-transfer tne amount into tne a.gency's account.

Receivable checKs can oe processed before tzie accouncin;

function tak~es place rather tnan afterwards. Thffouin zniz

metnod, cnecxs are avaiiaoie Lwo to tnree days ear.ier

tnan normal operations. (Ref. 28)

'fnie armed services nave es~aoiisned accouaLt;

wirri Lne foiiowin7 oan.<z:

janic of A~nerica Na v

Ciz izen and Soicnern Nationai b;-n.< A r,;y

First "#a~ionai 63n;< of Crica ;o Ar F,)rc e

3esides tne freasury'a approvai, a-gencies requestin,4 a

r.easury aurtomaaed Locxboox z-y3t.n .iust pe.rfoci-i a :>



c .,eczion s;uly ans a -eviea of a ninistra.ive zay n.z.

ine request i;iust )e fo,":na_ y Zuo:.%irted. Tne most i.:,po:-zan

oenefi.t of this type of system is snat Lae system acce.erates

the coiiection of paysents. [Ref. 291

(2) Treasury General Account Cash Concentration

Sst3em. Tne casn concentration system, wnicn iinxs a

networx of cominercia. aepositories when an agency, :axes

deposits to a central concentrator banj tnrough tne

automated ciearingnouse system. This system services ithe

Treasury's genera± account. As a result, the funds are

transferred into the Department of tne Treasury tnrougo a

wire transfer. (Figure 5). Each day tne Treasury generai

account depositories report ali funds wnicn nave oeen

diposited by agencies that day to a bank data service

faciiity. The data service facility comoines the infor:,ation

reported by ail depositories and generates a Lransaction

flie. Transfers from one local depositories to the

concentrator oanxs are aade on tne ousiness day fo±iowin;

deposit of the funds. Eacn concentrator banx wire-transfers

tme Lital Treasury generai account deposits to tne Treasu:y'.

ma.in account at toe Federai ieserve :anx in Jew Yor.; f.o

:,iediare credit. In ;,enera., funds deposited in -oca-

Jepoitori23 ea-n day ace credlted to te T-e3.ury's

;eneral account Dy 2:00 p.o. of toe foi.owing ouziness

day. [Ref.29]

----2..
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3)Auro:ma:ed C-ear-n ; iouse Sy3tLem. i nae:

;.> y.3s-e:7, an injiiJua.L or or.an. izaLton can aur-;io-iza

cae ;-overnL.ien; r-) auzomatlca.Ly Je~os:.r or -wiradraw fun.;-

f.-ou a per.3onai or- corporate Lanxc account. Tne fund~s are

transfer'red by malnetic cape or otner eiectronic mea-La,

Lnrou..; coi iercial. depositories, F'ederal. Reserve oane.j,

and tne Department. of ta.e Trreasury.

Tais systea; provides for the c- earint; of deuts andi

c.-edits electronica.Liy rater tnan tarouga a pnz-a

..oveiiient of caecls. ( 'igure 6). Required invoice data

can be directLy cnanneied Lnrough tne network oy an

or-i ,inatin4r banx. It is possib.ie to edit ani for.a t:.

information to suit tne needs of tne agency. Suosequen;ly,

Lne transactions are reiayed to the proper banK for funds

coliect ior. Onc-e tne funds have 6een pooied, the 3~

a'on-: witn irs corresponding data is sent to tnez eg a' e.

receiving-' banx. This oani< wires tne funds to tne aoo~:;

a.-:en cy .iocazion code (ALO) at. tne New Yorx eer< ~ eev

and Lran~mic aa .eoo .4 Informazion to zne a-encv. (A'ef.

(!4) Tr-ea3urv Financia. C Lu~a1n~c~

'r.iiLs ; y -1 . jrov des f,), tne Er3l1~

Cn- cn-ougn an eLec~ronlc ;:jnoe;;ween z ie D:w

of tc.-e Treae3-ury and ;ine Dan,uin; com.nni'y. $:-nce tJ13

are iire- ran.3f erreo, cnecxs and tne accompan y.Ln; e;,
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r~.,eare 1 -.e1± :j..in'eJ ';i . ar e a jj , LI3 e

on rLae actua* 9a:y,"en*; -i~.ICsy~~ 3~ .1

."o r.-a L (1) Trne Tr-easur' 7inanciai ;Cc7,,:nuniza~ion y

(T 7CS) a iiows p ay in,, enL it.e5 t .,~ .rec z rne r co.-.xer-,i a

oan.c-z to criarge tneir oanl, account.; and to (;ransfe.r

payment Lrnrougn FRICS; (2) to Lne Treasury's onain accounz.

at tne F'ederai Reserve Ban,< of New Yor.<c; (3) ana tne

Trea.3ury is iirmeJia~eiy advisea of Lne transfer tnrou.-:-i

an electronic link provided by the TFCS (Fi~ure 0).

[Ref.% 29]

b. Deposits Procedures and ;'etnods

The deposits of funis in an expedient andZ

zit.]eiy m,-anner cannot be overemphasized. To a±,-ow tor

cost effectiveness, a;encies are only required to depo~sit

receipts of' $1,000 or miore on the same day receiveu

bef'ore depos itin;T cutoff time. .lhen tne ac-'u.mU.a!-e.

a:.]ounL .3 3i~nifican;.-y L~esj, next jay deposit of f-jni3

Sautri :zed. in adai t i oi, a,;enc ie.; w i-.. -,ia,<e ,iu. e

deposiL3 i~t' requireco, nand-carry v/ice :iJn epoJ,.3 :

F-a,erai i~ejarve or- co~nmerciai oane.3, and. :2,axi:.ize i>.

de:;o3il a.:oun-:, oy a.os ~n 3 .la--- a3

3P)ecili .5cj tof timnez. itte n3l3 eJ~flI> I).,

'33 -ct fL3Ln- 3;'C- Z..e oo..':e 0o 0.3 1 L-. Ti,, c ca ::. o:

:;na.3e )A-. rne &ei-: 0n F-ow pipea..;r:



6i._L.in.;--->?ay;,ienrs terrs--->Mailin', --- >Process in...

D0D and cne Deficit Reducrion Act focus on the process.3n.-

phase of tne Rec'eipt Cash Fiow Pipeline. [Ref. 26]

2. Cash Manazement Pianning and Penaities

The agency is responsible for tne planning, documen-

zation, and implementation of a collection and deposit

system. The collection process is a continuous require;ienz,

and as new systems are developed the agency is required

to review its system to identify areas for improvements.

As an internal control procedure, eacn agency is encouraged

to document all cash flows to maintain a perspective or

the effectiveness of casn management within tne agency.

The casn flow documentation tremendous±y reduces Lne

amount of time devoted to cash management reviews and Lne

preparation of summary reports.

The Treasury's Financial Management Service (FMIS)

casn management review is an official report of an agency's

casn management program. It will ma:.e recomenati:ns

anu assist in the implementation If deficiencies exist.

"f an agency fails to respond to a series of notices, a

f'nancia- cnar~e will be assessed Ref. 25]. Section

2652 (Coiieczion and Deposits) states thaz:

. . Tne Secretary is autnorized -o coi'ect fromi an
a rency not compiyin,, wita tne requirements p:,:poseJ ouruani
to tna preceding sentence a cnarge in an amount ine
Secretary determines to be tne cost to tne genera. funId
caused oy suCn non-coiap±iance. . . [Ref. 6]
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Agencies cized f'~r nonco:-Moiance ara reauirei to-

pay pena.-l-es as determined oy ztne Secretary of tne

Treasury. Tne penalties are deducted fromi appr-opriatel

funds, whica are avaiiaaie to toe agency to carry ou:

prograas to which toe collections are related. An appeal

process does exist and an agency wnicn chooses to appeai

a chiarge :-.usL suomit~tn~e appeal to tiie Comrs~ion, :-inan--Ia-

Aana~ement Service within 4'3 calendar days of tne date

assigned to Lne lNotice of Deficiency. A penalty is not

paid until final judgment is rendered concerning.. the

deficiency. The appeai board is composed of the Com~iissioner-

(Financial Mi'anagement Services), Assistant Commissioner

(Federal Finance, Financiail ~'anagemen. Fervice), and a

temporary cashn management official from an agency other

than tae agency appealing. A decision must be renderead

witnin 30 days from receipt of tne appeal. .Lf tae fioa.

rule favors an agency, no cnarge is assessed. If tne

cnar-re stands, appropriate accountin' data .-ust oc s:~e

to Lne Treasury within 30 days of toe finai decCi-of.

The Treasury, under toie Deficit Reauc ion Act, is autrij:- .zad

to auto;.aticaiiy deoit toe T-easury'3 accounc if an

a ;ency cioe3 not vo.Luotariiy pay Lae cna,,.-e asz eLocj.

e.251

Vk39M i"



3. Casa jana~gmenr it,,,;rovermenc Fund

Section 2652 (-Coiecuion and Depos-,L5) szares t,.ia;:

...Tnere -.s estaolisned in tale rreas-ary of rne Uni!tea
Scates a :evoiving fund to oe known as tne "Cas' aaeet
ImDrovement Fund" . . . (Ref. 6l

The fund will support initiatives and various

imnprovemnents proGrarms associated with the deveiopimenL of

new inetnods desi-Tned to imorove tne mechanics of' coiiecr,.nr

and depositin.gT of nontax funds to tne Treasury. in

accordance witn the law, the fund will function as a

revoivin,- fund. Thie Treasury is assigned as rLne Financia-~

M*ana~ernent Service as luardian of tne fund. The

disoursement of funds from tne account wili be expended

for taiose projects specificaiiy selected by a project

seiection and approval committee. The account balance

wiii be pubiisned in a Treasury Financial Builetin. A

fiscal year limitation wiil not be estaolished for expense3

irncurred as a resuic of developmnents in improved :neznodiz

of coiections and deposits. The expen.sez (incurred inl

deveiaping new procedures and mecnanics) and tne costs

(Personal ser-vices, the ieasin, or purcnase of equipaient,

and operatin." acilities) wiii ue financed fro~m :ne

accoun.. Coiipreneno-ive reports wiJLl. 'e preparell and

p j oi s neJ-A oy tne Treas~ury relat~in& r,, curt-en; flnni~a.

pozition and past Ltraniactionzi affec;inq toa aocoun.:

(Ref. 25]

ALP~* 3A
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C. SUWIM*ARY

Tne Deficit Reduction Act of 1934 is perceived as a

fol- ow-on to tne Deot Coliection Act, wnicn empaasized

tne coi.Lection of outstanding debts. The Deficit Reduction

Act gives the Treasury autnority to set policy. Histori-

ca±iy, tne Treasury has Oeen an advocate of tne casn

management concept but unable to influence otner aenciea

to participate. Only tnose agencies witn similar ennusias.

and interest adopted and used the methodolory and iiterature

provided by tne Treasury to advance their knowled-e

and expertise in tae area of cash management. The Deficiz

Reduction Act requires tnaL all federai agencies place

increased emphasis and make improvements in tne area of

cash management. As a leader in tne ficid, the Treasury

is autnorized to judge if an agency is in compiiance and

authorized to assess penalties if an agency fai.s to

participate and initiate improvements. Fundin, is avaiiao-e

for resea -cn, testing, and the impiemen:ation of new

developments in tne area of co±lection and deposits.

(1



iV. Lapiemention of the Deficit Reductioni Acc of lq3"

Congress gave tne Department of tne Treasury tne

responsibiiLity for formnulating and prescrioin- regulacions3

and methods to implement the Deficit Reduction Act Of

1984. The Department of the Treasury was provided one

year to accomplish the task with a deadline date of 1

Oct~ooer 1985. Trhe Treasury Department responded xo tcie

intent of Congressional directive and published tne

Federal guidance on 3 September 1985. The Deficit iReduction

Act requires that all provisions relating to Section

2652, Coilection and Deposits, be fully implemented or-Jor

to 1 October 1936. 'ith tne Treasury, DOD is for.nulatin-

its poiicy to imojiement the Deficit Reduction Act;. Once

approved, OSD will stipulate to tne services tne requiramentJ4

and procedures for Drocessing tne legislation.

In this cnapter an analysis is performied on Lne

impiemen;ation process of the Deficit Reduction Act.

Aitnougn no formal policy nas been prof~iuigated, the

analysis will indicate what proceJures snould be used and

the problems Lnaz; iegisiar-ion faces in .eneral. Ai on~

WItLLI C.11 interpretation process, tne ImD.Lementation 3

inase of the enactmienL process zna7 is a factor in Ln

zuccesz or faiiure of tne Gonrressionai -,egis.~ai o

72s-~ono



otner administration reguiations. The implemen-atLon

process is a vitai iink to -tne intent of Congress o.- Lae

originator of a regulation.

This chapter aiso includes a review of tne seeps and

finai ruie resuizing from the Treasury Department's

compliance with Lne Deficit Reduction Act. The roie of

tne Treasury during impiementation and now it functionz;

as the predominant administrator of tne Deficit Reduction

Act is discussed. The analysis will review the impiemen-

tation process of simi±ar legislation and observe tneir

impact on tne Prompt Payment Act and the Debt Coliection

Act of 1982. The issue of iengtn of time it takes oetween

tne passage of law and the final impiementation (or iacx

thereof) is addressed. Aithougn fuil implementation wili

not be in process before tne compiecion of this research,

a ioo. at the preparation, incentives, and prodieims tnat

tne armed services' accounting and finance cen-ers foresee

are of ;;reat concern and interest and are discussed.

Tne ii.pementation process for tne Deficit Aecuction

Act wii not oe easy. But if impiemenred witn tne InLefnt

of Congress and carried out within t;e spi-it of tne ±aw,

tne resuics could be oeneficiai. A. tne chosen ad:;ini-

orator, tne rreasury Department wiii oroviae ;i",e impeuL

ant enforcement for tne success of tne ie;izsaLon.
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A.i PL-.. EJI A 7.J O F~ ?h-Z RJ I PT ?A Y AEA'T ACT ANDL) DE3B

COLLETIJN ACT OF 1932

3efo.-e di-cussing the initial prias C of pron-.uigan;

zne Oeficit Reduction Act juidiance within DOD, a review

of simiiar ke,,islation is presented to determine if

similarities or differences exist. Tnis review shouid

benefit the implementation of the Deficit Reduction Act.

The Deficit Reduction Act and previous legislations, as

casn management initiatives, aii focus on a .,ommon goai

of reducing tne amount of funds wiiicn tile Federa. Gove~:.en ;

nas to oorrow to pay its debt. CurrentLy, the focus

is on the deficit. it is also on each of tcie cash .nanag:ei~eant

initiaiives wnicn will fuif.Lii a role in minimizing; or

reducin-T the aeot.. (Ref. 35]

1. linpiementation of the Prompt Payment Act

The implementation of tae Prompt Payment Act oejan

with the oublisnin:; of OMB Circular No. A-125 CPromot

Payment). Circular A-125 provided tne policies and

proceaures wnizcn were to oe used in paying for tane purcna;3.

of property and services acquired through government

contracts. After interpretIng Circular A-125 and the

-n~enL of Lne iaw, tne Office of Azsitant Secretary )I.;

Defense (Corotroii.er) furtner deiineazed tarou~n a

formsa: tae ouroe anj requirements of Circu.Lar A-12-5,

ana added quartariy reportlng requirements. co;,,putationa-

rates. and reoortlngr for-iat. (Re"'. 10]
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Among tne armed zervices, each oranca toot. a ty

different approacn. Besides t~ne iegrisiazure and DSD

requirements, tne Navy required 30 of its 1arl-est; co.mm,.ands

(including major claimants) co assume responsibi.lity 1for

excessive interest payments paid by subordinate activities.

NCF-21 (a branch of the comptroller) records interest.

data taken from the files of the Centralized Expenditui-e

Reimbursement Processing System (CERPS). Tne daza extracted

is printed out in assorted formats. These documenzts for.n

tne Navy Interest Payment System (NIPS). The 14IPS is

reviewed by financial managers wnere tnose activities

experiencing excessive interest payments are identified.

The neadquarters for activities receive nontniy perfor:,,ance

ietters requesting prompt re:nedial action. Along witn

this report a Y'top 4011 report is generated listing the

worst flavy-wide activity performers in interest do'LlIars

paid. This reporting system in a competitive environmient

creates pressure on those com,,mands experiencin; prooilms

with Inte.rest. payments and forces them to take iniciativez

Lo Laiprove cneir status. [Ref. 301

In addition, separate reportin- requirement.S were

est.aoiisted for (1) di3ursin; acciv.i:ies wnicn pay

contractors witn appropriated funds; (2) nornappropr:ao---

fund actilvitiez; and (3) tne Defense Oo',nt4act mi sJ]

Re ions. Tne iati~er or-;anization was requir'ed LO in~e~n

L



sixteen different reports to asziSt in controiiin; , nfor-

mation regarding interest paym1enzs. [Def. 30]

The Army and Air Force promu.gated direczives wi ;n

siai±ar reporting requirements out without Lae pres3ure

initiative. The Air Force directives were more ietai±eu

and dictated an appropriate approach in reiating changes

to vendors. The Pro:,ipt Payment Act was not intended for

Lne creation of adversaria± relationsnios witn vendors.

Among tne armed services, the Air Force directives and

messages emphasizea the seriousness of maintaining close

reiations wiLn vendors during the initial pnase of tne

impiementation process. fhe Air Force actions, ainon; the

services, were tne most appropriate in tne spirit of tne

Prompt Payment Act. [Ref. 35]

OMB issued an amendment or attacnmenr to Circular

A-125 Lo oetter implement the requirements of Lae Act. Tne

aLtacnment was promauigated in response to concerns aoouz

progress payment and various zypes of contracts ftnancei

tnat noraily is provided oefore cne actuai receipt of

soods and services. Circular A-125 failed to address

tnis issue. The A-125 amendment was issued to provide

c.arification of sucn questionabie issues w.n aQaiO.'oai

udance on tne proper tining of caymen: o conractors an,

contract financing in ,enera.. ElRef. 111
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Tne impiementaLion of tne Prompt Pay.ienz Act wa

not a difficult tazi< for DOD. The only difficu.ly reszte:

with subordinate activities wno suffered and stiii experience

difficulties in paying biiis. Tie Navy and Lne Air Force

experienced few problems in impl-menting tne Act and

currentiy both organizations have been successful in

achieving cne goals. The Army still faces probie~as

because of non-mechanized functions and tie .:cazion of

subordinate activities. [Ref. 36]

In summary, the implementation of tne Prompt Payi-Aen:

Act and its intent nave been successful from an overal.±

standpoint. Goals of zero interest expense and zero

early payments are feasible for DOD.

Factors characterizing the implementation of the

Prompt Payment Act were:

a. Timing was exceiient. The Prompt Payment Act oeca:ae
law in January 1932 and was fully implemented
oy Octooer 1982. The time spent interpretin tne
content of tne law was minimized.

o. Tne composite of reports from DOD and otner fede-a.
agencies were presented to Congress by 0A2.

c. FY 83 was tie first time tnat federal agencies were
required oy law to pay Lneir Oi~is on ti..e. The
federal a~encie: responded oy paying 99 of :.ie:-
oiii: on ;ime. 3efore Lne Ac:, 30. of Federa.
Government's oi1 -s were paid late. [Ref. 14]

2. inoiementazion of tne Deb; Coi-ection Ac:

Tae Deot Coiiection Act was enactea to topr:ve

t'e ederai Government's efficiency in Lne coIection it



deotz owed t. *ne Jated Scates. Tie :."pr'

resu.L from. new and revised procedurei for tae coec;i*n

of jeots owed the Fedeca± Government 3y indiv-dual5 ana

indus~ry. The Act provided tae impetus zo structure a

strong set of procedures tnat would effectively reduce

tne number and amount of outstanding debts tnat oecome

uncollectible. Additionally, tne Act e.'liminated tl:e

tnreat of iiability against consumer reporting agencies

and instituted a more appropriate system for tne disciosure

of infor:iation to tnose agencies. The system is effecLive

if procedures are followed judiciously. In the past, Lne

Federal Government couid not coilect generai debts from

an empioyee without their consent, out the Deot Co..eczion

Act cnanged this routine. (Ref. 171

After the passage of the Deot Collection Act 25

October 1982, certain areas of the law required clarifi,.za-

tion. An amendment to the Deot Collection Act was passes

29 Novemoer 1933 w nicn ciarified the issue concernin ;

contracting for collection services. The arend:i, ent

provided for Lce contracting of co~ieczion services

witnout designated funding for tnis services. ["ie'. 17]

*.,,e four agencies directiy involved in imp ement;m:

the Deot Cciieczion Act were ONB, (A0, Depar:enz o1

Ju3tice (DOJ), and tne Office of' Personnei Aanale.renL

(0?4). Tnese agencies were jointiy responsioi 1 for

13
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Sr e-cribin;- the :uidance and re :ulations to i::!-le .en t

Debt Collection Act. GAO ot involves by havin ;.i

auth.ority to per,;it write-offs over $'20,O0. The DOJ

reQuired to rule on cases involving litigation involving

referred debts and their collection. OPM initiated

salary deductions from pay checks. Finally, O:- has a

historical interest based on its investment of ti.,:2e an.

.:anpower. [Ref. 311

01B was the first to publish guidance in a e

which hihliyhted the affects on the Privacy Act and

disclosures. Through 0"3 Bulletin No. 33-21 procedures

for referrin7 information to consu:mer reporting agencies

were promulgated. I'ext, 0:1B Circular A-129 of 9 .-ay 1-33

set the policies and procedures for the Federal Credit

pro;rams. The steps in a credit pro:;ra:-A are:

a. Extending Credit: A determinaticn is .aade based on
the most current and accurate data concerning the
financial status of an individual. Those individual,-
surpassingr mininium requirements are extended credit..

b. 7stablishin3 an account: Setting up an account to
allow for scheduled repayments and a synopsis of
procedures associated with failures to carry out
obli;ations under the term.-s of tne credit require,,entc.

c. Collectin; delinquent receivables: Collection
cerformed followin; prescribed procedures and
re;ulations that allows for and ensures d, ue :-ces.

*.]rite-off s: 7 x-end ini- fro.- the recorcs t':oe 2:oc ,u: _
that ore uncollectible and docu:entin the z :, oc c
foilow,;ed to collect receivables. [,ef . 31, 311
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Qfl f~ j, c - a r ae. nqu an z a c cun ts c n r 0,' ilC

ageric les Je.,.irnqueni; accounzs (mnore zt.-an J100 an'l -;o

1_nvoivin,; active duty memnoers or feaeral~ empoy. a)

snouid be considered fo.- referr-al wnen 61 days past

due. i t becomes aiandatory wnen tne payment. is six .aiontrn.

overdue. Active duty mnembers and currenzt federai a.npioyees'

saiarie3 are normaily offset if accounts oeco: e deiin~quen,.

In pursuing de.LinquenL account-, tarou-ih co.L-ecition a.-erc:e3.

Lae Federal R.-egist~er nisnimiilnt and docu.aeit tne c..ass of

records wnicn wouid require annotation. Fn~is Procedure ILs

criticai to ensure tnat eaCnI case is suojected to due :o

(39 day notification, opportunity to coliect and copy

debt reiated records, opportunity to aet repayimenL szc~e~ju~.

opportunity to nearin; an official decision). C.-:cu~ai-

A-129 and concurrenc puaiications of re,-u._ation5 in ;.le

:e*jera- Re.,isLer were cr-iticai Procedures in ,mpiem, n;a.!

ttie Deot Co;_ectlon Act. D.efs. 31, 3)]

Given tae guidance from :AO DJ, anJ JP,'', DOD

iniriateal Its o:iare of tole .iipLemen -at ion p ro c e s 3a.- um

903 L u c uci o n (04 5 .1 o f 13 arzi1 1)i (C oo zti n

reo,) Du e tc.-U Ji u ed 3t.s. Ti-a inst ruction ',ss

ove:,.25e, an-u wnen f~al puoz.:ne .. fale a z) J..S

:.iie :ica. su concern-.2 deoc niarin,;.3 and-A wr.o

-. ;-j conduct 3sucn erii To add furt.,ier confusi.Dn.
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tie u~j:t f .ezt: refer-ra_. oaetween a-enciezr:.a~

un se t -e. I n e u i jan c e ,L:,om t ne in.3tr:-uction a re.32es

cne is-sues of offstrv aet nog Cre io

r2L~rement pay. (Ref. 341

Currently. out-of-service deot is an issue on-,s dna:_

is bein,; done to reduce and co-lect Lnein. The DOD ln.5zuc-

tijn aaressed off:3et proceaures Invoiv in.T tr3 ve. acivance3.

ia:',Iales to fami.,.y oin;or furnisninr. I'ne isro~

aiso prescrioed tne measures of coiiections- wflIcii we re t

offset accrued pay or ratirement pay and -.ionln.Ly iss±.~

JeoucLtions froma :aemoerls pay. Tne amount; of dispo.saDLe

pay to oe offset i~s ii:nited to 154 for tnozse case3 i

a member 4'. active.Ly e.-,ployed. dnen a eierresi:.s o:,

retires tale repay~aent can be set at any amounit. For

an out-of-service deoz, Ltne oniy difference is ta e-

is no nearin,. OpportunitiJes to estab.Lisa a repay.:er.;

agreeinent, to Inspect and copy deDot reiazted recorf, to

ravie.;, decision re.Latea to Is ci a,, -and, to ro L va Z!, o'

n rtents to aeotadni n istratLive o4Cf e t are tnae etr

entt e.ietsunder Lne jrcdrso ue croces.-.. tief

Tic )d u_ anz e pray :Jes_ Ltne in tia .. va zind

t'amw~'<for Of~ L inain0 n-. D)eot Co__ c-_s-n

Ac; '&a *- pe, 'ocedures , Dn- i'iez;nous were wvt~

wit.in rn-e in3Lrucc&A.on_3. Tne rpnso±.ywa:- os.sel



to tne services~ to impia:;ient itne Debt Coi4.ectLon Az:. in1

accoraance wiL~a DOD) instruct,_on, and maize iz; w'orx. ~n

Caaot e- .1. it was discussed tniaz Lne services pro;r3:,S

still iacxed tne concerted effort Lo effectiveiy per-firm

as the jaw prescribes. Tne Nlavy does not. have a for:ia.L

program estaolisned for coll .ecting7 out-of-service deot..

(Ref. 341

3. Propiems with irnojementation-s

The Debt Coilection Act and Lne Prompt Payment

Acc do provide insights into tne inpiementazion process:

a. There is a time lag between the passage of a -Law and
it5 impiernentation. The amount of time is determinej
by tne compi.exity of the law and tne intent of
Conlress. The legality of tne law in designin-- a
pro,-,,am for effective imp 'lementation must be approacnie.
with concern for due process.

D. W~ithin DOD, the service's implementation depends on
tne availabiiity of compatible systems. Somr~e forai
of aitomation is a criticai factor.

*C. There was iack< of initiative or incentive on -LnLe :oar;,
of DOD. Tnere must oe an incentive to perforzz. Tcle
Debt Collection Act and Gne Prompt Pay.xent Ac-t dild
not offer une opporzunity for active PartLicioarion
oefore inception.

There are many directives bein.; passed down witcnout

any incentive to perform well fro:. tLe mana;ar's viewpoin .

-.1 ez_-erce 'tne ;erv-;ces; nave ria~i caso ,,ana;emenL foced

on t:e ~rr t.nn jo.L~an,:;a.i.!y -.axin. ;ae iniL;Iatlve :;o

con;-ruct, ro;rams3 on tnaelr own. 3,uz a def:cit r, )C3

;_riiiion and puoiiC pres.;ure nove forcea feara . jn3,._erz

to react acid con,;reszsiona.L 'Ia.-'t~ no^LZeuiL.eJ.



7:t _rrial 2-rassures have also ori-Tinated fro.,.- special

interest :roups and co!.i.-ittees such as the '-race Co,.i_ssio 1

an j th e e f or,: w ;o rk -r ou ps. [re f. 65

3. .PL'.-iL TTUG TFE DT-ICTT REDUCTIOHI ACT

The Deficit R'eduction Act will be difficult tc i::iple.lent

witliin DOD because (unlik.e the Prompt Payrnient and Debt

Collection Acts) Congress wrote into the law.. definitive

dates for the implementaticn of the legislation. In

addition, Congress appointed a watch do-- ag ency (Depart.m-ent

of the Treasury) to ensure coimpliance. [Ref. 5]

1. Treasury's Eole

recause there had been no desi~nated a--ency in

the Federal Government, the Department of the Treasury

historically has had absolute expertise in the area of

cash managrem-ent. The Treasury maintained a division

(3an:<in-g and Cash M.anagem-,ent) in the early 1 -701s thiat

was assi-nei the tas.'*: of assisting- and coord.JnatinT

:,oney mana;eiuent policies i. the Federal Govern..eit.

.itk the Deficit Reduction Act, the Treasury gainecd th-e

authCority needed zo carry out its progra.-ms and i.pE~n

t:±,ose concepts it has fostered cve r the yearz. 7- -31

gave t!.e 7 reozury the opportunity to institutiona-,';iz_,

Thca Deficit Leduction PAct -;avc th e Trezasury

authority to f.rezscribe trio ti,in_ ,, ci the .~tm3J

!I



wnicn a:Yenclas wilh co....ecr. and 4epZosit money to Lae

Treasury, and zo impose cnanges for noncomp.L ance in n

amount determi~ned to be tne loss to ;:Le 7ener-ai fund.

Monies in Lne fund will oe availao.e witnout fiscal ya-

limitation for the payment of expenses incurred in develooing

and carrying out improved metnods for collections and

deposits. (Ref. 6]

The Treasury's oojectives for a casn management

program are (1) to improve liquidity by encouraging rne

use of funds instead of investing in idle resources; (2)

to improve casn veiocity (increasing the flow ai; wnic&1

collections are made); (3) to increase returns on funds

Larougn investments; and (14) to improve safety of fund---

by improving internal controls and preventing unautn~rizeo

access. These objectives will be tne basis for an approacti

to reducing toe deficit. [Ref. 29]

The Department of the Treasury nad a mandate _,f 1

Octooer 1983 to analyze and interpret tne De.fici. Reduction

Act, and to prescribe and formul1ate regulations and

procedures to acnieve tne implementation of Lne AcL

.t.Lnr tne Federai GovernmenL oy 1 occoer 1936. rie

Trea.sury vie-ved this as an opportunity -.oint uioa

casn mnana-e:-ent and g,.ive it zTuostLanca. wnicri was .:n-

overdue. (Ref. 6]
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Tae Treasury's init;-ai. step was cae convening7 of

a Zovernmienr-wide ;asK< force. A 'Ctozal of twency Hieform

36 ag-encies we.-e invited Lo participate. From tnis

orlanization, four Task Groups were ser, up and met for

two-tnree weei(3 each (December 1984-February 1965).

Tlie foilowing actions were Laken:

a. The first task group deve.loped a notice wnicn. provIUded--
the proposed rules for J:l~pienanting zne Deficil;
Reduction Act.

b. The second tasx< group produced procedures for
monitorin, cash management performance

c. The third, task group focused on developingT procedures
for using tae Casn Mlanagemnent improvemenc Fund ( C.MIF).

d. The fourtn tazsk group revised Chiapter 6-3000 (cazn
mnanagement) of tLae Treasury's Financial XManual. Ta il
task force's overall objective was to develop tine
rer-uiations for im-ipleientin.; the Deficit Reduction
Act.

Tne resuits of tine task groups interactions was

tine Fiscai Service 31 CFR Parz 206 win was puoiisnei

in tine Federai Register 3 September 1986. Tnis daze was

in advance of the o"ctober 1935 deadline. rnenini;s

of trne Final Rule are as foiiows:

a. Bil.ingr is required witn~n fi-ve days of servicez;

rendered, goods deiivered, or payment otnerwi.3e dlao.

0. Financiai imanagreienL service maoy orescrilbe use of
speciLfic collection aiecfianisins.

C. Agencies wii~i acnieve sam-e day Jepozic. of ;onilez
o)niy certain exceptionz.



d. Usin-; :ne metaLodo..o,;y ouziined in ;~ Caz.a Aanaze.ien;.
Re--v iew Guide, periodic casn managamenL reviewz
wii- be conducted by agencies to iden~ify opportujni;Li%-
for improveiments.

e. As a last resort and in cases of noncompia~nce. Lne
Treasury nas the autnority to levy cnar-yes against
an agency's account in the amnount deteri-nined to be
tne interest saving lost due to noncompliance.
(Ref. 29]

The Second phase of the Treasury's implementation

of tne Deficit Reduction Act involved tne developiment of

inzernai procedures for trne Treasury. Tne internai

procedures wouid estaoiisn raecnanismzs, pro.;rams, and

systems for monitoring the performance of acencies. The

procedures wouid require that:

a. Agencies perform caso' management reviews and suomaiit
cash fiow reports.

a. Tiie Treasury will use its casn management trac&ing
system to identify fromn tne cash management review--
initiatives tnat agency's are using to comply, and
wnere necessary iamprove their casn :nanagementprra..

c. Procedures be identified for assessing charges whera
necessary, and formalize an appeal process for tno:;e
agencies questioning a levied cciarge. [Ref. 29]

Tae Treasury's tciiri pnase in impieientLin; ;ie

Deficit Reduction Act was tne deveiopnient of procediures

for the operation and fundln; of the Casn Aanagement

i-isove.-,enL ud o Fund (as discu.3.ed i tri~

pa~e 2) was astaiiiscied to promote n~w .initia*L:ves ana

innovations, .4n toe jeveloomenG of net' :,r i~~oIJCaso

managTement co.iiec~ion mecnanisms nav.n, a po~enLtai for

;-overnaient-wide appiicaoi±i.ty. Tne rocedurea a.o wo)i-



(1) contain a;ency appilcation guideiine; (2) .-,axe aoo.u--_2-y

ciear that tne fund would oe avaiiaoie accordin Lo

cost/return analysis with applicability on a governmen--wie

basis, and (3) identify reporting requirements for Lnose

agencies who successfully qualify and are awarded funds.

[Ref. 29]

The fourtn pnase of the Treasury's itpiementation

of the Deficit Reduction Act was the rewriting of te

Casn Management Chapter of I-TFi 6-8000. Tne revision

was made necessary by the Deficit Reduction AcG. The

revision would contain (1) changes resulting from Lite

new legislation on the subject of coiiection and depositz.

(2) all updates from last revision, and (3) a supplemenc

to Lae cnapter (Cash 1anage.ient Review Guide).

[Ref. 29]

2. The Casn i4analement Review Guide

Tnis document would De used oy agencies and tae

Treasury during cash management review visits. Prior uo

tniz document, no instruction nad been set forth on aow.

to review cash management. In tne past, a system of

triai and error and each agency's own interpreation ano

individual efforts were the measures of tne Jay. The

Sasn Aanagement teview Guide provides a step oy s ep

procedure for conductin; a cash *anagement review. Ne

pirpose of toe casn management review i. to reduce f.oa:
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(.iaili:, processin , billin-) by analyzing transactions,

docuiienting the cash flow;, and establishing initiatives

for coxpliance using the standards contained in the

review guide. Analyzing all flows one at a ticie in

accordance with the standards leads to compliance with

the regulations. (fLef. 37]

3. Benefits for the Treasury

The Treasury's benefits from the review process by

using the data to:

a. Initially update its cash flow data and the
establishment of a data base using the new data.

b. Improve forecastin7 thereby reducing its borrowin';
needs.

c. Track interest savings.

d. Assist agenc.ies in complying with the legislation.

e. Share information with agencies experiencing si;:i1ar
cash flow proble:is.

4. 3enefits to the Aiencies

The cash management review process benefits the

agencies by:

a. Allows them to institutionalize cash management and
Set the rhiaximum for each budget dollar.

bj. Allows eacn a-;ency to completely review and analyze

their cash flows in a Zysternatic fashior to identify
i-iprover4ents and possible interest savfln;s.

C. Provides oprortunity to up.-rade syste!;is witih state-
of-the-art techncio ry. [Vef. 29]
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5.Treasury's lmi evenza~ion Re~uIaz:jn

On 26 Aarcli 1 935 tuIe Treasury's tan3,ger~enL .3e-i v:ce

puoiisied a notice of proposed rules as a preiiii::nary

require .-ent to toe puoi4cat.ion of toe finaiL ru.L in ;o~e

Federal Register. The general pubiic was given 6J jays

to discuss and comm:enL on tae proposed iule. Tweive

written comments were received whicao romotei a ruiin;

concernin7 their ,aiue and appropriateness as co.an-gei zo

the ruie. The Financiai Management Service eva-.uated

ali comments based on toiree criterion: (1) tne coimments

had to be consistent with cong7ressional int~ent; (2) Loe

cnanges must provide equality for all agencies; and (3)

tile changes muit amnplify and clarify the Treasury's

requirement and the responsibility of the agencies.

These discussions contriouted immeasurapiy ito Loe

sztructure of toe Final Rule, and provided an avenue for

clarification and a bett.er underst-anding, of toe -equIr.e,-:en,

and otner quezstionsoie areas;. roe areas requiring ciar;-

fication were:

a. Scope and appiication.

0. Definition of Lerminoiogy.

c. ~3i-...ing poiicy and procedu.-es.

d. Co.Lecrion rmecnanisms.

E,. Caliection and aeposit procedures.

f. Casn aiana-emenEt P.annin-g and review.
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g. Assessment of Caarges.

,'. Operations and payments from Lne Casa Aanagle..nL
improvement Fund. [ef. 25]

In a majority of the situations, the Treasury

stood oy Lneir proposed regulation. Some of tne ni;n.ints

and establisned princip±es of the discussion were:

a. Voiuntary donations were not exempted.

o. A cutoff time of 2:00 p.m. was accepted as Lne
financiai inscitutioncurofftimefordeposizin funus.

c. The Biliing process (which was not written into Lne
ianguage of the Law, but tne Treasury inciudeJ it
oecause biiiing is an integral part of Lae coi-ection
process as perceived by Lne Treasury). A five day
oiliing cycie was estaolisned.

d. The Treasury adopted a poiicy tnat it wouiJ witiout
faiiure institutionaiize cash management witnln
eacii agency.

e. Tne agency is responsioie for evaiuating its system
for cost effectiveness, and if not satisfactory
identify areas for improvement and ta~e appropriate
action. [Ref. 25]

The Deficit Reduction Act was an important initiative

tnaL was weicome and overdue. The Treasury was receptive

to their roie as an administrator for Lne Act, anj went

aoout tneir business ennancin, tneir position as a ieauin;

or,;anization in tne area of casn riana-emens. 1'he .,i

of tne Treasury'S function was tae creatior of a :orsa

wnere representalives from, al- feder± agencies weren-
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invited to oar!.izioate in !icujsin-- toe final-. re~uso

and oc.eadquainced wito tae concept of casoi -..aa:,ei.enr..

[ Ref.- 3931

SuosequenL meetin.Ts were held witn 030 and represen-

tatives from tae armed services financial communlty. Troe

consensus amnong Lne ar-med services was toat the Federa.

Re7ster did not direcL toat acztion oe Laken, and L*.atM

03D snou.1.d provide Loe initial guidance or directive.

Initia.L1y, 03D assumed Lae position Laat its roia was one

of coordination of responses from Lne services; Lae armed

services were to respond directiy to tne Treasury.

This position cnan-ged as toe difficulty of impie:ment~n toe

Deficit Reduct ion Act became a reality. [.ief. 393

C. DOD's Role in tne Iznp.Lementation of tnie Def-,ciz

Reduction Act

D0D began acting on thne Ilegislation based on toe

requiremients listed in tile Fia.a Ru.Le of toe Federai

PRe-,iszer- puo.:ication. A meiiiorandui~i was issued ftro;a, Lne

Office of tne D)eputy Assistant Secretary of the Defense

(CompL.-oiier) on 24 Qccooer 1935. '.*.-e memorandutanu,,

toe requliceenrs anUd initJazlea tore start of thie ca..a,

management review pro-rram. Ai DOD cciionent~s 4ou.Li

estaolis.- suco I:oran n accordanze wito ;1I~e~

puo.~izd)e by il Departmieni; of toie Treaiury. Thile '11C.t

critical. and controversial requirement ruin;fro:. 3--.
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previous discu zons centered on tne tas,< Lra: ai Du

coinobnents wou~a prepare casn x iow data witnin eacn

-r ;afizat ion. interpreted. tnis meant reviewin3 e 3 Z

receipt and disoursemenz cash fiow, an infeasib-e ;~*

considerina tne avaiiabiiiy of time oefore tne 30 Septeiaoer

1936 deadline. (Ref. 40]

Witnin the ar-med services, tne accounting ana fi.nance

centers set up appropriated offices for assessin4 tneir

capability for responding to tne Assistant Secretary's

memorandum and tnie Treasury's requirements.

(1) Tne 1navyls response questioned the broad scope
of Lae requirements . ecause of ta-e snort time for
compliance. This question was proxmpted at one
Treasury seminar, but no response was provided.
The Navy's concern presenzed a consensus view Lna;
Lae accountingT activity and tne Subordinate co.X1matnd
would be over. whelmed in crying to perform the
required task. Ine NJavy recommended tat receipts.
casa flow oe documented tni5 fiscal year and
disoursei-enrts Juring tne next year. Tne Navy cnioic-e
of receipts over disb. ursements was attrioated to
oncoing initiatives -jn Lae area of disourse.ments.
Iaddition, receipts 3nouAid oe furZ;aer divided zo

mneet tnie Occooer 196,j deailne for impie.en~aroion.

rae uozott line froml tne Navy's persopective As tiaztei

ca.,n flows are too numierous and compex -,C. putro~ e a

peort of any s;ignificant, V&.LLe witain tne ai.Lo ted ci:,; :.Q

fi,,e neeu fcor addizlona.L time was II~ ess3ence of n:

rezsonje to p.arform 3n adecjuaze joo vj,_n .,ieanin ,fu-.

resojit... L-Raf. 421
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(2) Tne Air Frce's response requesited a unifz-ez
approaca for -Y). .texpreszec! concern over ;neir

capa -I iiy0 comp.Ly witLnif sne provid i"I -Pa
and requested zae 0.4SD tatce a .-more active ro-e .
corrzia.ing zae actions of tne [m..i-itary services.
The AMr .fo,:rce requested tnat. zne DASD provide
i:;pi~ementing ; uidance, appropriate format for
Se ~o rt in-, and4 tue content and timingy of' reports .
It requested taat consideration be given to tne
duplication of efforts ui,.1r tReform dd waere an
inventory of cash receipts, disbursements and
noidings by activity were reported. Finai±,y, tLie
Air Force requested tne idenGtification of imorovaen-n;
initiatives re ;-u.tinz, from Lais activicy, and
considered thne manag,"enent value of cash f.iow. repor-.-
compared to tne cost of producing ne; [iei's. .,I

(3) The Army's response ecnoed trie sentiments of tne
Air Force and the 3avy, tniat tnere was no way tne
armed services could carry out the inmpiementation
in the time framre provided. [Refs. 35, 36]

JASD cniaired another meeting on 12 Marcn 1966 witn L.ie

DOD components and tne Treasury staff personne.l parztic,-

pating. This particuiar meeting centered on a coorJinazes-

recommfendation from Lne arm,-,ed services that tne Treasury

extend the due dates for compiLin- the cash f.io; rev.lew.

This would oe difficult oecause tne i-oe ntto azte

was mandated oy rne Law. Discussions were a..,o ne-,z to

develop a coordinazted DOD position on now to meet zia

Treasury's requirement. [Ref. 421 Tne -,eetin even-j-'

rezxtei Ln a croposai to r-e'iew in FY 30o four ., a jo

receipt c-asn f.. ows wic are cantraL.Ly' Mala e-4 on J aA

isterea :)y tne finance center3. :Ile proposed ccis.1 1

,vou.Ld De aairesseu in tne f'oiiowin;~ areas:
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3. OuL-.of-serv.C.e for A.,iLi ,ry Derznne.

o. Juc-of-zervica cleats for clv4.-ian penni.

c. .i i za ry r e LI*red: pay a e o LZ

j. Contractor deot..

Tae Treasury's represenratives were receDItIVe to Ztae

proposai and indicated znaL z.ie reviews snouid focus- Dn

.Large do-:.ar receipt fiows and iarye receivaoies. a

service is required to suo.-iit to OASD(C) a co.npjete

of receipt casn f.Lows and esti:.ated dolar vaiue. J AS 32)

optedi to draft a memorandUM LO Lne Treasury requiezting- a

waiver to the Casa Aanag-emenr. Review Guide require.-ments-.

Tne F'Y 36 review wouid be iimited to Lae four cazsf.ow

discussed aoove. [Ref. 21]

Apart from Lneir jrigi.na.l intention, OASD nas )een ain

interactive force in ifiementin,'- the DeficiL Reduc ;.on

Act withi-n DOD. Tne impi e:,ienta Lion has a few ronzn.;

re~1inngofore its enactmenL. Even witLn a oroooses

o .an of action, Lne *ques~ion ,;,Uil-: rec,,ains as Lo ~;e

tne ariaied 3-orvices possess. zne incentive to Lrllp.Lei-men

Tne Treasury ia.: indicated Lnst. i;..e prcp3.-a. o

,Y)D of usin, &ae four 0a.3c czicegor ., a.3 4nni i i

ste: of .e:nt. ; Defl-ii : -eoUCLIDI 41c; :P:ay )e



a Cc etpoL.e. 3u 'L a -e w~ e :a oer jr 0,; 12~i. .-1

dJat e nor :,-,a -~n of z,.;e coo;n .:ana_-e..,en:. revi.4

oDrocess. * ne Casn :Iaina.!.nent 3e~' uide wi~ e i

to docwr.ent tLie cam13 receipt flo-w3. Tn r-o u :;- -;n ei r

acc-eptance, zhe Treasury waives the requiremen;s of

ev ieaw in; .- ca sf fioaw s u n Li ;ne f o i o w in fs ca Iye a.'.

Tne re I s a -a a r dea.L o f c o nc e rn a n .3p e c ula tin w n

DOD tnat next, year wii. nor Lee tne fuii :1;aie.enzaz.ion

3CCc-rdin,_ to zae Treasury's Juide~inez [Ref. 43]. W I.n

on .y four 4,onza.3 rer.-ainin:;, now could zne Treas;ury rci';'ue

trie DO:) reques.-? Even if thej did, itne proposad input

wou-Ld sti.L.i oe DOD's oniy response due zto tne snort -z

r eria in Ln. Trie Lacrz of coordination, confusion, Lacl<

of incentives, and tne zscope of tne Tre asury's oulaarnc2 nave~

contriouted immeasuraoiy to DOD's fallure to fu.Liy i1mp~e.a-2nt

tne Deficit Reduct ion Act accordin% t o tne Treasury'o

requl~re:men;s

T'he four cam Lb;::)-.. are a _; re.Late j to teut -oo_io:n.

ne. .- e c a z fi ows a re nin;i JoLi a r v a ue c aeor-i e L a:- J ar

i:ajor 6eejt o: a r e u r r ;n a nd n,)n:'ec:i -rn , r ait ur.

9 -tg ini-cia.i. contacts., ;wizi *-nL .Jvy , A:2.y . aria - r

orte , L, "I con_- -;Iu5; wa J t hxt tnel a co :C -))ee 1.,33 ;:ry

:ej-.atn - £0m .' t.0e;nin.; te .Jefti R0 1oto),1

-.oo ar.oaJ. 3 e cau e La In fa c , e:I :e vi a.3 Jt
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request nor contempa~e tLaa in Lneir best interes- it

wou.Ld .iave oeen wise to initi-aze a receiit casn fi0o4

revlew imziedlace.Ly afrer thie re.jeaze of cne 7reajury's r~-a

it was anticipated Ln3L a waiver wouid be a-lowed for. tLie

FY 86 Jeadiine. But the Treasury does not nave the

autnoricy to cnan~e an iznpiementation dace wnich is part

of tae iaw. Only an amrendnent or Act of Congress cou~d

3.10W this.

E. 1f*PLEMENTATION

Tne foillowing data summarizes the current action bD-ifl;,:

Lai~en to imoiement tne Deficit Reduction Act.

1. Ih rl

L'ce. Armiy wili experience tne ieast difficulty i.n

settin; up and anaiyzing Lae receipt casa fiows. Tzie

process is scnedu.Led to be completed by June 1-960. Tihe

Ar:ny piano; to analyze receipt cash fiows in its (1)

lransportazon Operazions3, (2) Retired Pay. AiLiLtary. (3)

Out-of-Service oeot. Military, and (4) 3uL-of-Service

de.)L, Civilian.

a. Transportation Operations

Tne Pitmy iias a aucoimated .tystein (JSAFAC)

; naL LS .:oed forl 4ocu.ent~n, paymdents to conzracLtrS.

Ta-e *eort re :ut-in,4 a ,e reiated to Zeevices contractei

Dut. on Gover-nment 3i.L.i of Ladin.; ("13L). For FY 67 trans3-

PartatLion operationz ;nad a puoi c receivable -_eot of*



.;2 ni-in GLLs are issued to contract se-rvicesfo

iaouseno.L.d ;ooids pac.,Uflg ani scnIpping, .-iovin.; equip:.-en;.

and otne:, reia ad Se!rvices. The Cost; for taese services

are no.-mal.y wei,;nL related. Often ztnere are _-ifferenceL

between tcie es7timated contracted wei-,nr and tile actua-

weignt and tnese differences are considered Armny PuU.Lic

receivaoies. Tile contractor is notified of tile overpaymenz..

The receipt casn flow anaiysi'5 be~ins wizii

tne oiiiin; process. The Treasury's standard is five

jays. Tile payment terms, nail f.ioat, and processin;-,

fioat are analyzed in sequence. Thle objective is to

evaluate tile amaount of time expended for co.L.lections

and deposits. The Army plans to compare izs operaLions

to tcie Treasury's standards, to determine if improvetienzs

are feasible and cost effective.

b. Rezired Pay. '.i.Litary; Out-of-Service, '.ilitai-y;
Out-of-Service, Civ ii ian

A review of tne receipt cash flow proceCd4ura

invoivin; tneze cazegories is initiated witi tale cr-,,;ica.

s3tep of documnentins the debt. A centraiized accouin-i

syste:; a-i.ows tne At-my to perfor.ii a complete record4

revIew of Ders;onnel ieavin.; rrie Army (civi.L'an anudi ~

Deuos li.coverea oefore detacnirent a-e se~t.LeJ wIcian

off-3et tile ind:.vIJuai 's final pay. Dest a)uraa

,AIsrin- t.ie I. as 30 days oefore Jetacaiment are .i3ted a.. OSA',

,dejo. Once ~dnl .tine JeoL col.ec'tion proceiJr.? i



i:.p.eii.e n Le a wirti cue process. T. ae lreceipL casti f.a

review bebli nz afzer seztiemen6 nas oe-n reacned ooncernvin,

tne .ie--nod of paym~ent. fne Army plans to revi.ew rtne

receipt casn fiow from zne point of coiieccin;7 the pay-..ent.

tnrou~n administrative processing, and finaiy its deposiL

in tae Treasury's general account. Any improvements

resultin; from~ the review wili oe,-in at this point c,6:

co..ecions.

C. Objective

The Army's objective is to evaluate t ae ca-,h

fiow at cne Army Accounting and Finance Center. .Tnciasive

in this approach is an eva4.uation of each activity invoi~ved

in tne coijiection of data on out-of-service debts.

2. [Ine Air Force

Tne Air For-ce's plan for implementation para..ie.

LnaL of tine Army with certain exceptions. Tae fCour

caosen recelot casa flows are (1) Out-of-service, miizary.

(2) *Jut-of-service, civiiian3, (3) Aiiitary, Retired pay.

anJ (4) contracL deats. 1'ae documentation of deotj is-;

performed ay zne respect.ive acti:vicies at tthe AFAFC.

Tne receipt. of a cneck or casn i4s direct.ad -Lo a ca..ni.--.

-aho ieposicts ;ce fu-nds In t~Trea.3ury's ,,enera-~ accoin;-.

£nie f)cu.. al-- De Ji'.ecteci Lo i.-prov - a in-noase pc;n

functijns.



a. Ju-of-.3ervice, 2:iitary

The Air Firce oian zo use tcne J it I -

:I.ta-y Pay 3ysre:,l (jU'PS) for Lae identiflcation of,

;"i.tary re.ated debts.

(1) giie JUJPS Process. Tile JUAPS system is

ni~lniy centraiized. It is a computer systemi witn a jata

base ~htis updated nigntLy wita batcn processin, uodia-es

from Accountingj and Finance offices (AFO) at tne iOCal~

Comiands. Eacn, 3ervice mem~oer's account is centraL.Ly

iocated at Lae Air Force Accountingl and Finance Ce-nter

(AFA±FC). Feedback from tiie AFAFC is received eacr. marnin;

by tne AFOs in tLie field. Tae AFOs can maxe inquiviej

tweive months baci< arnd process cnan.,es for tlie last six

mo n L ns

(2) Member's Sep2aration. Prior to separa:.ion,

toe l1ocal AFO irust get, autnorizatior, from AFAFC for tae

mem."er'Is final pay. Tne system queries ct'e lemoeiar's

account- for outstanidin.- de b . Bad caec,<s wriL-,en in

tne iast 30 %d.ays are not accounted for by toe syste.m. A,

a r-esu it, tniz. debi; becomnes an OSAR. The fina.i fi,,ure.;

pr-ov. "Jed oy JIJMPS is; ;uffic-,enL :o ztar; tine 0O3Ai ~i:

:) aeoze account -z ;-eferred t;o AiFAr'C f01-o~;:o

(3) Co±iieczi:r. and Qep o-;it. f;,e re-,el.pr

-as.- f-ow review oe.lins wito toe offset oo~s o

ca.;n or* a cnec-c is received, an ana.Lys-is wi. oe oro'~~

IOU : 9')



to decer.-iine if i4.provementz can oe ,,ade to zie orocez.

Concenrrate-d efforts willi focus on r-educing7 tae fioat

fromi toe coiiections and deoSits.

o. 'liiitary, Retired Pay

The Air Force pians to use its Retiree Annuity

Pay System (RAPS) for identifyinx debts and acneduliin;

repayianrts.

C. Out-of-Service, Civilian

Tiie Air Force las a centraiized system tsiaL

docu.m.ents civilian pay. Tne civilian payroll office

identifies tne debt and forwards appropriate documentation

to OPM. OPMI can release funds from the mermber's civil*.

service retirement contribution account to pay toe deot.

If the member does not nave funds in tae account toe iae'ot

is returned to the AFAEC. Debt coilection procedures are

implemented to coilect the debt.

's. Contractor Deot

Tne Deot Coi.Lection Status Report is u.;ea Lo

manuall-y assess to-,e debts owed by contractors. Once

identified, tohe contractor is notifieu of toe deot -v:

T-e casn or cneci< is for-wars.ed t;o a casa.-er at A Y;O wo

jeco.3its tone funds in zoe rreasui-y''; ,;enera- accounv;.



to iJentify, a Zyste.,i or p ro--ra..: fo . i nple ... e n t in te f o Lir

proposed categories of debt.

E. TIIZ P 7OBL2, OF I:iPLE;?:jTI?;G THE DEFICIT .-)LDUCT7IO:: l."

1. "Iccountin; nd Finance Centers

Th-e prob.;eimrof i-:;,plementinZ le.;islation _ at-

collection and putting it in a reportable forr: at. T~ie

proble2r, ::iay be traced to several factors: (1) an absenc-.

of a computer system or appropriate software package, (2)

a 1ac of interpretation, (3) a 1acl. of fundin; or

nianoower, or (4l) a lac : of incertives. Tlie proble:.i >naz

centered on. the accounting, and finance centers, and ;-Iior

concern and efforts in pursuin- the i;;Irlenentation poes

Tiie accountin.; and finance centers zmainly review le-i~laticn

ani orescribje rules and reg-ulations. The support of" tlle

2cccUntin , anld finance centers or lic:: tiiereof av i i:

the success or failure of the le-isiation concerne~..~

.:zany instances, they are the cornerstones of thie l-

r.,entation ')rocess.

2. Con-i-ezional Aznsiotance

Con ;ressio na. 1e;zei reflects t,..,i -.ooi

intentions of Con.ress to -do *-j-l-l i,- the e'sof

U 1 i c T:-e.-r concern for the i.-ilei~intation ;ro :z

ze c:,.;z 1 .ijIeIt to identifyin- 3n 2:.lltr2 - -3,~y.

1E)



OA-3 was .a3,ced it res:ponsibi - rLy for tite Pro.-;Dt Pay.Je-,1

Ac t. G3AO, De:)a;-t.enr. of tne Ju3:tice, DPI!, and JAB were

assi."ned Lhe responsibi.Lity for tile Debt Coliection Act.

The Treasury is responsioie for Lne Deficit Reduction

Act. Except for the Prompt Payment Act, wnicn was done

on short notice, the Debt Coiiection Act and tne Deficit

Reduction Act n~ave caused problems for trie armed services.

Tne services agree that the Deficit Reduction Act wi--

contrioute to iwproveiaents in Casa imanag:emrent. DiuL Lne

fuli impact wili not oe realized until compiLete imnp.-ei-.ien-

tation ras taken place (wnlen DOD and the ar:~ied service

nave ftad tne opportunity to review a.i cash fiows).

is possibie chatc tne full impiemIenta Lion miay resu.it ,n

savinis. The 11avy anCicipa!;es chat tne ai~iount of cazh

tnaL disbursin; officers carry aooard ships and the caszi

in safes overseas may be reduced (Lne funds neid by

,.isoursin- officers on snips ma,<e up the iar~esL snare of

casn nei'J ouicside of tne Treasury).

3. rreasury'3 Anaiysiz

Tne prooiem ijentified by ;-ne Ilavy, and one t aL

is c-oncern ; o ai.L tne other services, is t~ae procedui:-

La). erar u.3± ue i n coiipi ii. r, evaiuaczin; a no

anaiyzit14 t ie 'data co-Lected [.ef. 1l 1. T.1 T re a.;-ury

nas 3o.vej La-ts oroz.-,em oy )azin;, -.,e reportin -,;nto n

; ne 7'eaerai ;overn,,-enL on tne nU;Moer of casn fi~ows.



F'ei.ral a,-enciaes are caivie in ogruxan a)

witn fewer casti fiows nave aarier repruAn; Jaaes.

of Lne fe-deral ag~encies nae. co:mpleted Lneir cajn fo

reports. Trie Treasury nas estabiisned an automaaed y:e.

for anaiyziny, Lle data. DOD is in tne last -roup of

ieportin,- agencies. DOD nas the iar;'est number of casn

flows ano the Treasury accepts Lne faclt tnat Zmeir cazn

,-,ow raviews ma3y noL be compiezte prior %to Sep;amoe- 19--)'.

But Lne entire Jlnp.emenzation procesj' wiii oeczeo

as required because Lne Treasury does noz have Lne au;,,olriz

to waive Lne reporting date. However, in DOD's case.

zaey w i aiiow parzial reportin; due to tae iar,;,e nj.,o

of cash f.Aows. [Raf. 39]

i4. Snouij Le;:isiation Provide Fundin. anoAn~;'e'

flrie implementat.ion of tne Deficit deeduction Ac;,

iie ;ne Deo-t Collection Act. ~az tne ootential;' of oec:nn..

stag-nated and failiing to fulfi.Li tne intent of Con;'es--..

Tne alb.zence of fund~ln.' and :ianpower supporz are c:;c

requireinenL 5 in via,.. of pasz ejto and tne current

efforts -.o ii-,i.e,,enL tneim. Aj MentioneJ aoove ;,ne ziervl:ce3

once a!.i, aava nad casn m~anagYement forced upon te;

ratner ,nan voiLufl--aLily zakin- zne initi.3ziv-2 to conz :racz

pro-r'aiz or Tn;era. ConLtro., TrocediureL. T~ie ar:i.ea

zer~3e ae puzzin, forCtn an enormious am.-ounL of effor:

anj Lim~e Lto co.-3piy wiz eiain as enactead. Tne

J3



i.-i~icuri ty of- 'k'e soerv .ces see;;s to 'Je !i. e.: to ti

Jata base. T'he .. echani.:.,, for co..pi1U re ueztei --, Jto

i:.ile; ent le-,islative require:iients is not availadlet in

all cases. Each reqiuire;" ent is causirn2 a '.ac.'klo;- *Jecju.Lt

t'ne fundin and i~lanpower for _-atlherin,; data is a funicticn

of the current mianpower structure. If an automate.'

system~ is not, available, then gatherinL data becoz-:es tie.

consumin]. 7or th'e Deficit feduction AIct, resources for

cor.plyin,; *ait'. the le-,islation ware not providea'.ve

the Treasury's Cash :!anag;e,-,ent I.-Iprcve..ient Fund w-as

established without a financial base. If Gra .- 7udin is

an indication, the Deficit f1eduction A'ct will proceed

with'out additional ,ianpower. .,hat will occur is thlat

priority pro,,rmas will prevail. Funding and :aanpower

should be incorporated in the legi,'slation to ensure

i.pl eenta tion.

oh four cate-.;ories chosen for cash .. aa;ei.;ent evcr

are debt related. ealizin;r the problemi encountered '.:

deo.t collections, it appears tha. the Air Force and ti

cil eer ience ,..Ino r j i ff ic'L. tY i! oc:et in 3 h

rc eit fl1o. Jut L.,,e Ja v Y i 11 en coun te r J IffC UlY J

to 1c I: of1 au tc: t io r, ?rthier r Ze rc -i4 r ;i~ :r o 3

2n c ou ra :;Ie d The f in-il i-;ple.,.:entation of the Defici L

.~e~utinAct wi z.iin '(i)) -in-' rezul;io : ro,.ta :r



.j;± - e a e erin in - fa cLor a - ; 'Wo l an e t:..e Ac. Z: 1

zuies to :.;.prove:,.ent3 in casa s~.ae;et Ast an

wi..... JW,)) fufLiy impiemnenCc re .eisia-.ion? Tne DeficiLz

.euucrion AcL cou..d be anocner ztep or Lie end to cazii

.anagemenc leg-islation. The oasic faure of [tcI3 AC: lla3

oeen incorporated in Itne Granrn-Rudm~an-Holiings amnen"Imenz.

;anicci requires Con-resz to reduce Lae budg:e:. aeficiz 3v

$3o±±±ion a year starring wita FY 36. LiCof rs

faijs to acnieve Lrne required deficit reductions, ;:nC

process wiil be oacistopped by a procedure undjer w.aizi

Lne President couid maxe tne needed reduction across-

the-Doard, except for, Social Security. So;:etnI*n;- ii e

the Gra.i-Rudman-iHollings is naeed to not- onl.y resZore

b)udTeL control as an end i.1 itself, but alzo to e3an±ii.i

a fiscal position under- whicn a conzzitutionai a..:end.Jienic

could be adopted witaout disruption. The constituL-iona.I:tvY

of Gira ,;i-Rudm-an-Hioi±L'n-;s is oein-, cha.Len~ea in cut

Thne ar.;.um-,ent i:3 tnaz tne iLnvokver--ienr. of tne 2nrs o~.

dsdg.-et Office in an action of' Lae -:-xe-::u ive zranicn was 2.1

uncons itutionai vioiaGtion of zne ze- ara~icn of jo;&rs.

43). Thie action I', z3tiii pendin.,,.



Tae DeficiL Reduccion Acz, was Cong;ressls response to

puolic concern, risiLng deficits, and uncontro...Lao.e

spending within ta~e zfederal -lovernment. fne Deficit

Reduction Act is anotaer step in a series of iegis-:at.-ve

acts and adi-.inistrative re,;uiacions desigrned toinpee:

cont~-oi over spending and provide for i:~provernents .n

casn aianagement procedures. Tiie portion of tne eci

Reduction Act deaiin,, witn coilections and depositsreuze

fromi 3 Grace comimission recomm~endation for I.poin ~

efficiency and effectiveness of federal aana.g-,ers. Poi

interest and concern nas forced congressional leaders to

ta. e tne initiative to -educe tne deficit.

i'ae Deficit Reduction Act IS one suca~ nitiative

a:.ed at iiaprovinl-Tcazn mana.e:ii -t oy ad'Iocatir; qaiz.:

.- e3Donse in co-iecti.; and depozitin- receipts witi ni

Treas ury. T.he i'rea;sury n~as been designated as tne m-

.sterin;: a-ency uy Lne ieglsia; ion. Laer goal 3jV3Coe.

. .n ;n-. pa.3t, -z 1to uon ic casn .n.e~

La te Feierj- j -Jvr n.;,e n , iic )eficit ikeducr-i )n t~c--

;~ ~ ;e reasury tL5a;oiv

Thne rreasury zeizeu Lae opoori-uniLy z,) :-1a ( ca.-.

:nanaose.nenL a3 a 'nio-a.an~i an £e: :

AMA"a



3 ana;. en' e- ma n,.2 e 'Lle Teasu 'y*241e

f.ow rev-.ew ales asa~ce iniia-. ;Leo i'-1 p.9 e m.i-,.1

;n Dfi~;~eucioi c . ..; requires a.i L. -

ajenc ies zo uocujment r-eceio~s amd zioursemern; C25C Zn:

and anawAyze ;ne.-: for improveament and cashi sav-,n~.

sepzemaer 193o- is tne deadiine for i.m-p.iernenrat -on olf

;ne DeficiL Reduccion Ac;.. Tne Pr'o.,i Payiment an, Decc;

Coj.-ection Aci;s w.-ere cited a3 references Eo z r~>ne;e

precarious prooie.ns confron~in;! DOD wniie m eeniv

con.7essionai -LagisiaG'on. Tne I.mpieren~a;z.on oroce3.;

Jifficui; anu Perceived a3 a forced AcL ra~ner Ltian a

prgrmderived wirnin zne defense comm-,uni-.y.

The ar;r,,ed services are experiencing sim:i-ar rc3;2

w in ne Deici; leduction AcL cnaz were enccuzirered

dur--n;- C;ne imple:renca"Lon of rne Deo; CeconAc;.

The main prooie.-. was zihe aosence of an au-.Doazed yse

tCor ccmp>..:n.; 3ni L'ra;: i ce requirei Jaza.

3 ven monz13 wre raqi-:e ;-o -Ae;e,-Tine L.a,

-;.iemena ;iori c3,ji. no;, ae ac-iiaed 321 ore Seplze..;oe:-

-)6o. T.ie 1incea;,,;.ve2 .3 n~r~1 r C3:ave 0o'~.~:' O..

cas~ ~s.a m3.'.o.1,: txz F.ie 2er: oi~ion 1 -.~v iv

in



Con.3ezlUenjry, .mne ar*:,eu secv;.ce3 spen-i z-, %-- dcuzz,'

was o Lai.;ue .e effec;L -f -;oa T'reasury '1 .5 or

requ~redren~s vice adclressin:; tne iss ues.

Con;:-es0,ionai ie;isla ;ion createz uncec;ain~y a:rnof; --Li

armed services. >1osr. of~an in DOD, .l~e snort.-Ca± .Li -

impiemen3Lion is a~triou~eci to insufficient funu6, iacx

of auzoaiiarion, or misinterpretazion Of L~ie ie,,:Lsa;.on.

Pro.-ra~as t;o iipiei~ienz; .egisiation uecome a reaj'i.y or

iin;er on fro~m year to year. Tile Debt Coi~ec .ion Act i3

exoer-iencing- tne iaL;er.

Depending on 'tie service's accountingT and finance

system5, Lae currenit Casn mnanagemen~t re u.La~ory fr3imewor,c

Swei. receivej or problemnatic. Tne iAavy is experienciag

considerabie difficult.ies wit;' tLae Prompt PaymenL ana

Deou. Coiiect;ion Acts. A paraiiei conclusion is Zta, ed

for tne Army wiL, tnie Air Force perforziing nore effec-

t :. 'e.i y.

i'ne Deflci;. Reduc~ion Acz oe~an as a r eiac.se

witnouL leaiersnio fro~il DOD. .Jitn a c.iang-e in per.;pe-';1ve

OSD iaS! niarvenad and sponsore-i a pro,;-a.d, Lar.; .';,vez

acce.:;.ao.e t or L;! in;eri1;n. Due r.- :;ie suosan-::a_

nu,.ier of casn L..ohs wi-,,,n ),T). )r,.Ly ; wi , _

4 we~er rve:~e~swii:. oo, ,ae '.n E;nl al:;le( a s*-Vlce

co.ec~ion, iepozics, and Jisou:.,_eitaen of ca.;n. T tza

.ni;i3.y focu.3ei on' co~iec;lon ano "lJ~.;. Te

a l(611 P



aade, ;crau,;n re,; .ation.3. o-J-,-;s ani o-Sors;enz-i

to isreview process. T.,e Deficit ieduction Ac,. ~~i L

improve Casai mana;erienL and per-form as Congresz in~anz J1.

Tne prooleim is ascertainin; a position w~nere anaiysis can

be accomnplished.

The i~iplerentation of tne Deficit Reduction Act be.;an

wica the pub.Licat~ion.of Lie Treasury's re.,jaion.

Foliowing a series of discussions and a~eerin:;s, DOO nas3

proposea an interim program vice fu2*. .impiementac;ion

before Septemoer 1986. Tne interim program i~s an anaiLyzis

of four cash receipt flows. The proposed cash flowj are:

(1) Out-of-Service debts, civilian per!3onnei, (2) -OuL-of-

service debts, -,iiiitary, (3) Contractor deots and (11)

M1i..Lcary reti;-ed deots. The casa fiows are ali deo)t

rel~arced. The armed service witn an effective aeoL co-;-ec*t--on

program will experience zcie least diI'ficuity.

Tie Deficit Reduction AcL wi~i.L oe deiayed indefinitLey

after, tce initiai iLupieMen tarion phase due Lo : ne --c,-:e

of t ne review process. Tae Debt Co±Liection Act was

enacteo in 1982. and Lae implienentation pnaze ;.s .3:tiiL n

process Inl 19c3u. Th e Deficit. Reiuci;,on Ac; wiLL ao..;

si~>~ar ara of szo-,natio n uniezs toe Treasury ncve.

Fro.i an overa. . per--ective. tne ar--nie s er v i ce z -

. Deco::ae a.~ore !fficienL in cazn -.-ana:;ec',nt. Ta~e pj n;-

is -ef--~ec*;ej in part by poor i:;p-e!;enitazio1 pr o~.r:s



zne suos tan ce of taie in Iv i,;ua I a ccount in,; sy

Iniivi.ua.L.y, i.ne Ai~r .- crce 44performing .otefe-...

in tne area of casn n1ana-emen1 .

3. C1ONCLUSI3

To estabiisn a researcr, fiia. contact wa3 made wicn -..ie

Navy, Ar,,-iy, and Air, Force Accounting and Finance Centei-s.

Tne conversations tnat ensued revealed triat Lne suojecL

of casa management was active.ly discussed at triat ieve..

Tae Prozmpt Payinent, and Deot Coll-ection Acrs remain zne

focus of casn manag7ement discussions. Thi's particuiai

point of view contriouted to tne deficiency in worid

performied on trie Deficit Reduction Act.

1. Tnie Prompot Paymen. and Dept Coli.ectioniAt.a
Prior Casn iManagetm-ent Initiatives Do Providea
Medium for Evaiuain~z the ±moaiemenuaiion Prongs:,
and zReiated Pronpen confi'ontinZ the Defiji
Reduction Ace,

3) is performing- weil under Promnpt Paymenz; Icz

out no asaessment oft performance under Jebs co.L.ec 7-io n

,-an oe ;,;aie cue to inconplezenes.;. Tnree factors afoetes-

Laie Le-lisiative imp;o.ementation process: (1) timing , (2)

aur~o,iation and (3) incentives Or Lacx< Lne.ecf.

'Tile ?r.ItPay..ient. and )eotCieco Acls.-.3 c~

tile ~su Of ;~~..re~fo; ;n.e Prom-.pt Pay:.-.eni

Ac .az exce~nL. Ine Act. jecasie -.aw in January 1'~

and w33 fui.Ly ~:~~n~ i n Octooer 1932. A con~ioa2ie

-ae .; exizcec; je~ween pa33aa-e of Lae DeoL Co-lec :oin
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Ac r and its o. raet t.on waicn i~s in process. 3)..i

aff-ect.ed ay to'.e coinpiexit y and ie.;a.Lity --f toe 'Le.Is4a,.

Li~il'in., zae tir,-e i.a- is cruciai to ,.ainzain-*n-- toe

Sof tne iaw d uri .n:- tne I mpieme n tar.i o n poia se.

dJitLaif DOD tne impleinentation process is dependent

on the avaiiabi.;.ity of an automated system for 3aza

col .ection and report.ir. Tone service possessin; auzto.aaa~

capiity to respond to requirements will experience

iess difficulty during the im~plementation process.

The lack of incentives affect the implemantaz-ion

process. Progrrams without incentives have caused a iacx'

of concern for imnproving casa manage:aent. L e,, isi a Z;I r

nas been dilrective in nature vice motivationai. Tnere is

a rusn for results to satisfy seniors and respond to

puoblic concern. The attitLude at the finance centers

t'iuctuates (e.g., toe 1n.avy's concern is for saips and

ais.)ursin-, officers performance oni~y).

a. Tne resuit;

(1) Thae tii~for tne Deficic tReduczion Ac;

is effective. Tne ie~is.iation was enacted to redice Liie

Je-flcitL. Present-iy, toe federal de'.-t Is a zoo Drior-v

ISsue. Tne i.aw provided Lnat :inp-e..eoat ion wcuka oe :.-i

alf.fecz '0y Septea.aor, 1936G. Tiie armed service-, are w ~

toward toat sate.



() rnle .ef~c': idz o Ac:;w~.eu:

3u:3ima~ed sys~e,1 ;-',r data cecinand repor~in.;.

(3) 1There are nio incenztives f'or ~L:n

zne iDeficiL Reduction Acc:. itis perceived as a u.;,ezr.ve

Oy rLne armed services. This wiii affect; tne ieez~o

process and cne num1ber of personnei allocated to perf u:.i

casn fwreviews. The ar:.iei services are not; perfor.ia.-n-

weii under tnfe Prompt Payment or Debt; Coiiection Acts

colie-ctive.'y. *Iit.-i rne Deficit leduction Ac:; penain;.

cne armed services have de.:ionstraced a Lac4 of "rncen-Iive

and concern to a;gressiveiy cornpiy witn tne Treasury

requiremencs.

2. Tne Deficit Re-juction Ac, 'dii l.k-Imp rove Caasa
qlana~etjen t

A consensus opinion amon, the sei-vices cite :..;e

Deficit Reduction Act as effectLive ie;,isiation.Ai.sn

it i.i difficuit to quantify thie sav:-ngs presen.1y, --.Ie

concept, Of tnle iegis.kaLicn indicates -a porentia. fir

savi-n--s. The support, for the ie..is.~ati.n is oased on

cast; experiences wnere excessive amoints of cazarees.

we're frequen!;Iy deiayed Drior Lu deaoskzin.; wi:~i.

reasiury.

3. fac3cuu2e o ~ef-auv' ss' iv.~P
fo 0

The excessive nIUmuer^ ot ca33.r 1' OWs3 WILnIn .

,:an not z;Le do cuiaen ed or ior- ao Set er 1 q0j Tle i:ss-
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w a:v eJ ;.-ie r e q jira.. foar f u II i1i. j ee t 1con D y X~; -111

a -.Lmited oaview. Tiie aria,.ed ierv-'ce.; ;qin. Joou.ienr.Lu

for receipt casn f-ows duin-n; zae initia.L pnaze to *.iea--

tne deadiine.

4. Thie Proposed Cash Fiows are noL Sufficienz Lo
Arrive aL a conc.-usion that i..aprove:ients ar3
warranted

Jntll al caSn fiows are compiaea, tne fina±.

reSUL~S wiii remain incompiete. Tne proo-em the Tr-easury

mnust resolve is rnoivatin-; DOD. to comdpiete tne review

orocess as desi..ned. The casa flow documenzation win-

recuire an enormous am-,ount of time to comopete. T. Ie

Treasuryl : dilrective, witnout funding or addiina.L

personnel., wii.. cause an adverse effect. on zne ar:.,ea

,3ervices. On a inicro-.Levei., tae Treasury wiin oenefi..

But t o save one doliar, the armed services -,iuzt Invest

five or six dofi.Lars in iaoor and timae. 'The ar ,ied servi-e.;

are concerned~ aoout Lae cost/benefitL reazotlin-T associa:.e.

5. Tae Treasury can instituzionaiize ca-n1aa;.:3i

The Treasury nias Lais aut.iori-,y ; .iroucn tLne

,)efic-t 'ieducr-Lon Act,. The po.-entia. for Zucc;3

fa ir. Tne 1rea--ry can ase36 cnar.;e3 3~.fst nz

Car fajiara to co;.ip.Ly altn casn anemt

fte amaunt L are is deterrined :)y L.12 frea.-ury' ;

of L.ne Ca.-n :lana-ei-ient ?ro:;ra ,i. The effectivenes 3 )f



cne L-agiation lep.-nas on now .. ie T.-ea.3u,-y axe;-.e. -

auzno rir.y . fne rreazujry -.4 . desermlne wa-etner caSr.

.ianag-emenL oeco:.-es instl-.uzionaiizel or not.

6. lmprovin:: casri rana.Telent fin DOD- w-iL-L Zne:fzu

The infiux of ;e~ isiation identifies Lae need for iiirov'd

caso wana'.eirenr wltnin 00D. The amount. of ieliation .-j

excezssive. Tne Deficit Reiuct-ion Act 3u-y.ments rae p:^ o .e.,,

tne armed services prese ntiy encounter in perfor~iin;

under the Pro:.iDL Paymrent and Ueot. Col'lection Acts. The

proposed casn reviews are deut management initia*tives utr

Debt Coilection im.iementation nas not been completed.

Tnerefo.-e the prooje!,i is co.pounded. Tae armed serviLces-

are a;tempting to improve casn :nana-,..nenrt and nave exL)z-3,

ienced moderate juccess inl Pro~mpt Payments.

Incent4-ves are essential in ensurinv, toe succa.;.s

of toe ie.;isiazion. The -ack of an incentive systei nasz

oeen cited as a pirooeni Wi.ci a7lnje.%; effective cas.,

ilana!eimen; witain 000. Casn mana,;zrs celow tne neadqua,-te-:

ieveiL (Accountin! and F2.nance Cenzers) --ac/, tje ;oaI:.* anol

incentives, resu-,inr, in ieass toan opi.-ia. caso a.n:

1. ntant aoT; aciiiea

'roe T re a sury' I. a u nori -a r, on to w3 ive c oe c~aq.-e;

f or toe~petio of a... cason fIows wiztoin DOD, O .. O1

co.ipo.y witfl toe intent. of Corn-re.ss. Toe il.en-. of Con:;a-

was to nave pro~lra;.i6 i(ipie..ented (Oy SeDtea'.Oer- 1915J)
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and.. tze.Lr effecc; cn tae ei.

i. Aont~t'inj suoprdinarteI pe-fpra~ance in cas
m~na;e:ent is ineffec~ive,

Coiiecive.,.y, tna armned secvices ia,. a eJ.r

3ysteia for nTonitolrin,- the casn nana_,eaenL perfor~iance of

subordinate activizies. Present.-y, toe armed serv~cas

deLoena on rneir respect:ive audicing agencies for as3es.iin_

toie casn a anage~aent performance. Tne audit.Ing functI'cn

43 not perfor;~ed on an annuai basis waicn rest:-ict3

reguiar monitorinl- of performance.

Tne finai i.piementa ion of toe DeficiL RIeijct7.on

Act is two or tnree years away. Tne fujAi i:npact cann,1oz

be mneasured or assessed untii- ali casn fiow; (receipL-

and disourseaments) have been ana.iyzed and docu~mented.

The .mpiementation of rtoe Deficit iReduction Acz; witoi-n

DOD) wiii oecon-.e stagnated uniess oro~zresaive action 1.3

;a,.en oy tae Tr'easury. Ta e i ac.< of incencive an exc_.'v,_

.Le-i.;iazive requ.iremen;.i are affectin-r toe 3rrieo v2j

attitude toward casn .uana -o.;ient. .nIILai.Ly, to;.e supsor:

wa3 oveirwneiil.n3 out. toLe infiu,,x of _.e.is.atlon i3 cous-.in.

riavoc anz a cilange in at'tituce ,;,ward -asoja .ae~e~

iS not; effzient toc ju.;ti; ~n toe 2lr.en

Le,--L~zjarion oecause mt tozr~e ... ~t*r

of 7toe arr.eo .zerv icez ;iiu-', )e rt., i4.ip.e!-en- -.L j_ 7



in a rijanner' tna:; .iZi eiure Ltie ext ac;;ivane.s af~~' ;

.z !.iax i.-iiz e CA Tne ~n:a.p-.an for r.aa Dief ic-: -tt

Acr: wiiih noz: ai-.ow Ln~stLo occur.

1. i~nce zge focus of thie D)eficit iieJdction Acc& is
on coiiection and deposits, impieumentin.! tiie
Treasury's rejuiation is oniy tne initiat ste; if
deveiopinL a jstsem for izirrovin,- coiiecion3 ani

Tne next step is perforimingI an anaiyzsis of zne

fiao and the deveiopment of an inice raced, l'uIiyauoao

system to increase t~he orocessin-, of cofilection aria

deposvs. Additiunai researcn effoc-.. shouid addre-:.- ;ne

prooie~ms in devei~oping an informiation system Ln;ac iJen:ifis

areas for iwaprovemenis, proviaes tne neces~sary .,,3nagera.

report~s, and iden .ifies .nana.-,ers resoonzible for coL.,ecLtion

aaa deposits under their authority.

2. Trie Treasury iiius: exercise tneir aurnor±:rv uni*.a'
;ie Deficit Reduction Act

Tne iitlai eview proposeu oy )Oi i.3 sati:3faczci'y

for tne inter imn 'To co)Lipie~e zcie iuap..ie~anz;ion procaJ..

L:ie Treasury saouli eequez a ~eaiJp..-an froi, DJr).

le D.a .3flouid out;-ine ra;,ainin caza fiLowa and zwvA.J

ciazes .meel c~viewo wi.. b)e Per for.iaci

3. 'i' Ac -. u.a:in; anl Finance Can.er z~oi
;:.,eir ;in:o':of zojrjlnat; ac~i

To enjuz'e tnai; cazn mana:;e.,ien. ...z otein; eir:

e'fecL~veiy , :.ie a riied seerv -ce.3 r v-evw --ro'is 3i:.
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needej. Tne serv.-cez canno re-ly on auit a ;encle3 ,;D

perfoi'm cas'l fijw rev i.ews. Tne Tr-easury 's Csn a~,~.

Rkeview Guide is appropriaze for es~aoiisning a casn

::.,anagement review programn. Suoordinate aczivities 6aouk-J

suo~mit annual1 cash f'.ow reviews to tne accountin; and

fi.nance center3 for analysis. improvemenc3 snouid be

made wnere appropriate. The aczoun;;in.; ani finance cen:~:.3.

.nust pursue casn managTement effectivenesz ,iore active.'y.

~4. The Treasury snoui introduce incentives to
accompany zne im; ietjentar-ion of the Deficji
Reduction Act.

Presently, there are no incentives to encoura.;%

ana '.,otivate Lae armed services to s)ecome a;,gressive

toward casn :ana-'ement. One specific sug-e6Lion I.o

rewaid tne armed services woui invoive aliocatin, a

percenta-Te of Lne savingTs resultinT from the casn fliow

raviewz z3 tne service.

D. Tile ar-med siervices 3hou;l incrase t:neir inrer-

Tne di'fferences aaion;- Lne zervices .3nou.La not;

affect; tne ex-,nangTe of ideas, especia.. y iwien confr.3nz.-d

wi'La tae zsaime poojems,. An Lam~e e Ar..,y is en-can--

;e:~n.;a oom W~C1civiiian personne-. over-5C5a *

A1ir Forte's suion -.a t.is przooie~I ~s to as-- .;nl .i i

perso.'nne.~ to '.a oIit uc no inquiries :jae:

oetween ;zanag ers in eacni ;ervice. Taeir ,;urctont
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s£iou.L.i uee . ;r f no aao s-aain,; ana o;

Tae i1..p-, emen~ac ion of t:nC Deficit hi.ccicn iz

witniin DOD wiii ue Li..e consuum-in- an4 a Lin-arin.-

unies3 Ln~e Treasury request.s L113t 000 r;a.e imm~edia,;e

action ito sciieduie ilmoiemen~ation of' rne re~aainin,, casai

fiows. if Lae Treasury fal's to) ac-t. f2.nai resu..;i of

tis ie'Ti3i3ion wili be Severai years3 away.

Fucure resear-cn couid: (1) srace tne f-na. )O.)

~.a±eiena~onof Lne DeficiL Reduct-'on c;(2) oet':

an anaiysi3 of th-e Gra.im-3udan-,Ho.LLin -S and its3 effec:

on .a deficiL; and (3) perfornm a --mviaw of c3sflaaar.

.Leisia~ion (incenL and resuil;s).
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over E'Y3Ll FY37 anJ spendin.; r~

of .-A.1 oiiiion ovei' FY.-4-

4 Novd83 -- Bc;~ com1miz~ee se a~

10o. 93-300 inc-udeo 'nl r,,e :nf
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reco.,inendationz as
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r e Ju ce ta a pr' e c :e J~~ a; . :

for FYO4-F-YO7.

12-14 Dece3 - Finance Coii.iirttee nejid Du._i2 near~n-

27 Feo 34 for furtner ;~:n
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21 i~ar 34 o i Eow 4Lzn. a se r ies. o f L'i aa-. ups,
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recoroa vote of 20-0. ( i~ef. .
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